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Foreword 


Welcome to WorldatWork Course GR1: Total Rewards Management. 


To achieve the greatest benefit from this program, your active participation is encouraged. 
Please feel free to ask questions relevant to the topics presented and share your ideas 
and experiences with the instructors and other participants. Additionally, the coffee breaks 
and lunches are excellent forums for sharing thoughts and ideas about the total rewards 
function. 


WorldatWork courses are developed through the efforts of many individuals, especially 
those who serve as WorldatWork faculty. Specifically, WorldatWork wishes to 
acknowledge the following current contributors to this course: 


G. Michael Barton, SPHR, Trover Foundation Regional Medical Center 


David W. Cheatham, CCP, The Coca-Cola Company 

Howard A. Coate, Coate & Sons Ltd 

Jason C. Kovac, CCP, CBP, WorldatWork 

Sandra O’Neal, Towers Perrin 

Daniel Purushotham, PhD, CCP, CBP, University of Connecticut 


In creating the WorldatWork educational program, we seek to offer the highest quality 
professional development opportunities for human resources professionals with 
concentrations in compensation, benefits and total rewards. We invite your opinions and 
suggestions about the course and its content to assist us in updating our courses and to 
ensure they are meeting your needs. 


Thank you for your participation. 


Version 3.06.3 


The information in this publication, as prepared by the authors and reviewed by other experts in the field, 
represents various approaches to compensation and benefits management. WorldatWork strives to provide 
information and perspectives that will help readers apply appropriate practices in their own organizations, 
but does not provide prescriptive advice. Nothing herein should be construed as an attempt to aid or hinder 
the adoption of any pending legislation, regulation or interpretive rule, or as legal, accounting, actuarial or 
other such professional advice. 
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Course GR1 


Course Overview 


This basic-level course is specifically designed to be the first course in the Certified 
Compensation Professional (CCP)/Certified Benefits Professional (CBP) sequence. 
Participants are introduced to the total rewards model and each of its components. 
Emphasis is given to the five elements of total rewards: compensation, benefits, work-life, 
performance and recognition, and development and career opportunities. 


Intended Audience 


This course is intended for those new to the compensation and benefits field or for 
generalists with limited exposure to compensation and benefits functions seeking a basic 
overview of total rewards. 


Preparing for the Course 


Please review the contents of this WorldatWork course book prior to attending the class. 
Also, please visit the Courses and Seminars section of the Web site at 
www.worldatwork.org prior to attending to determine whether there is an amendment sheet 
published for your course book. Amendment sheets include minor corrections and updates 
(not affecting the examinations) that are intended to maximize the currency of the course 
books between publishing dates. The amendment sheets can be viewed and/or printed 
from the Web site. 


Thank You 


Thank you for choosing WorldatWork to support your professional development efforts. 
If you have any questions about the course or are missing any of the course materials 
previously mentioned, please call WorldatWork headquarters at 877/951-9191. 

Our mailing address is 14040 N. Northsight Blvd., Scottsdale, AZ 85260. 


Our Pledge to You 


WorldatWork is committed to providing you with high-quality products and services. Our 
staff at the association’s global headquarters in Scottsdale, Ariz., is dedicated to your 
satisfaction. If we do not meet your expectations — or if you wish to share any comments, 
suggestions or questions — please feel free to contact us at any time. We appreciate your 
support. 


WorldatWork 

Toll-free 877/951-9191 

Fax 480/483-8352 
customerrelations@worldatwork.org 
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Overview: Course GR1 


MODULE 1 


Introduction to Total Rewards 
Begins the discussion of total rewards management by defining total rewards and 
looking at the process of developing a total rewards strategy. 


@ The evolution of rewards 

m The total rewards model 

m The total rewards approach 
m The total rewards strategy 


MODULE 2 


Compensation 

Explains compensation, including the elements of a base pay structure and its 
importance in total rewards design. 

m Elements of compensation 

Building a job worth hierarchy 

Components of a base pay structure 

Types of base pay 

Types of pay adjustments 


Variable pay 


MODULE 3 


i 


Benefits 
Details the various components of benefits that are available for total rewards design. 


@ Benefits 


Elements of benefits 


a 

m™ Factors influencing benefits 
m Income protection programs 
a 


Pay for time not worked programs 
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OVERVIEW: COURSE GR1 


MODULE 4 


Work-Life 
Defines work-life and details the categories within the work-life portfolio. 


@ Work-life 
m@ The work-life professional 
m@ The work-life portfolio 


MODULE 5 


Performance and Recognition 
Discusses both the performance management process and approaches to showing 
recognition in organizations. 


m Performance and recognition 

m Performance management 

m Performance management process phases 
@ Phases 1 through 4 


@ Recognition programs 


MODULE 6 


Development and Career Opportunities 
Discusses learning opportunities to enhance present jobs as well as those to support 
future career plans and various types of development and career opportunities. 


™ Development and career opportunities 

™ Conduct annual development and career opportunities discussion 
@ Phase 5 

@ Learning opportunities 

m™ Types of development and career opportunities 
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OVERVIEW: COURSE GR1 


MODULE 7 


Total Rewards — Putting It All Together 

Explains the drivers for the total rewards strategy, including organizational culture, 
business strategy and the human resource strategy. The total rewards design process 
and design considerations are addressed. 


™ Revisiting the total rewards model 
@ Drivers of the total rewards strategy 
m™ The total rewards strategy 

m The total rewards design process 

m™ Total rewards design considerations 


APPENDIX 


™ Quiz answers 
m~ Support materials for course modules 


EXAMS 


™ Information on WorldatWork Society of Certified Professionals certification exams 
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Module 1 
Introduction to Total Rewards 


Introduction 


Attraction, motivation and retention are key issues facing human resources professionals. 
Successfully addressing these issues begins with an understanding of the total rewards 
model and the five elements within the total rewards strategy. Module 1 introduces the total 
rewards model and the five elements that, when formulated in the appropriate mix, lead to 
improved attraction, motivation and retention. The elements are briefly defined in Module 1 
and will be examined in detail in subsequent modules. 


The total rewards approach and advantages of taking the approach are discussed. In 
addition, the total rewards strategy and the key players involved in strategy development 
are introduced. 


Objectives 


By the conclusion of this module, you will be able to accomplish the following: 
1. Define and explain the elements of total rewards. 
2. Identify and explain the total rewards approach and advantages of taking the approach. 


3. Discuss the total rewards strategy and the key players involved in strategy 
development. 


GR1 # 1.2 


© WorldatWork. All rights reserved. 


The Evolution of Rewards 


Total 
Rewards 


i 


Compensation 
Benefits 

Work-life 
Performance & 
recognition 
Development & 
career opportunities 


Base & variable 
pay 
Equity 

_* Incentives 


Base salary 
* Variable pay 
+ Incentives 


Base salary 


* Position 
description 


* Job evaluation + Executive equity 


Benefits 


The Evolution of Rewards 


Throughout history, employers have been challenged with attracting, motivating and 
retaining employees. From the simplest barter systems of centuries past to the current 
complex incentive formulas of today, the organizational premise has been the same: 
provide productivity and results to an enterprise, and the enterprise will provide its 
employees with something of value. 


Throughout the past decade, the profession has continued to mature. Increasingly, 

it has become clear that the battle for talent involves much more than highly effective, 
strategically designed compensation and benefits programs. While these programs remain 
critical, the most successful companies have realized that they must take a total rewards 
approach, emphasizing attraction, motivation and retention. They must deploy all of the 
elements of total rewards — compensation, benefits, work-life, performance and recognition, 
and development and career opportunities — to their strategic advantage. 
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The Total Rewards Model 


Organizational” TOTAL REWARDS 
culture STRATEGY 
Compensation 
Business Benefits 
* Satisfaction Performance 
ee —— & Engagement & Results 
Performance & Recognition 
plicit. bb 
Development & Career 


Business 


Human 
Resource 
Strategy 


Opportunities 


The Total Rewards Model 


The total rewards model provides a framework for designing, implementing and assessing 
the rewards packages offered throughout the organization. A thorough understanding of the 
organizational culture, the business strategy and the human resources strategy ensures 
alignment in the development of the total rewards strategy. 


These will be discussed in detail in Module 7. First, it is necessary to understand the 
elements of total rewards and the total rewards approach. 
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THE TOTAL REWARDS MODEL 


Elements of Total Rewards 


TOTAL REWARDS 
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Benefits 
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Performance & Recognition 


Development & Career 
Opportunities 


Elements of Total Rewards 


Total rewards are the monetary and nonmonetary return provided to employees in 
exchange for their time, talents, efforts and results. Total rewards involve the deliberate 
integration of five key elements that effectively attract, motivate and retain the talent 
required to achieve desired business results. 


= Compensation — cash provided by an employer to an employee for services rendered 


= Benefits — programs that an employer uses to supplement the cash compensation an 
employee receives 


= Work-life — a specific set of organizational practices, policies and programs as well as a 
philosophy that actively support efforts to help employees achieve success within and 
outside of the workplace 


= Performance and recognition — Performance involves the alignment and subsequent 
assessment of organizational, team and individual efforts toward the achievement of 
business goals and organizational success. Recognition gives special attention to 
employee actions, efforts, behavior or performance. 


= Development and career opportunities — Development comprises learning 
experiences designed to enhance employees’ skills and competencies. Career 
opportunities involve plans to help employees pursue their career goals. 
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The Total Rewards Approach 


TOTAL REWARDS 
STRATEGY 
Compensation 
Benefits 


Business 


Satisfaction Performance 
‘& Engagement & Results 


Work-Life 


Performance & Recogniti 


Development & Career 
Opportunities 


| 


Human resources professionals are challenged with finding ways to attract, motivate and 
retain employees. What do the terms mean in relation to employee performance and how 
can they be accomplished? Using the total rewards approach, the human resource 
professional strives to find the appropriate mix of total rewards elements that will not only 
attract, motivate and retain employees, but lead to employee satisfaction and engagement 
as well. 


The Total Rewards Approach 


= Attract — To attract is the ability an organization has to draw the right kind of talent 
necessary to achieve organizational success. Attraction of an adequate (and perpetual) 
supply of qualified talent is essential for the organization’s survival, and it is one of the 
key planks of business strategy. One way an organization can address this issue is to 
determine which “attractors” within the total rewards programs bring the kind of talent that 
will drive organizational success. 


= Motivate — To motivate is the ability to cause employees to behave in a way that 
achieves the highest performance levels. There are two types of motivation: 


¢ Intrinsic motivation — Linked to factors that include an employee’s sense of 
achievement, respect for the whole person, trust and appropriate advancement 
opportunities. Intrinsic motivation consistently results in higher performance levels. 


¢ Extrinsic motivation — Extrinsic motivation is most frequently associated with 
rewards that are tangible, such as pay. 


= Retain — To retain is an organization’s ability to keep employees who are valued 
contributors to organizational success for as long as is mutually beneficial. Desired talent 
can be kept on staff by using a dynamic blend of elements from the total rewards 
package as employees move through their career life cycles. However, not all retention 
is desirable, which is why a formal retention strategy with appropriate steps is essential. 


GR1 # 1.6 


© WorldatWork. All rights reserved. 


THE TOTAL REWARDS APPROACH 


Employee Engagement 


m= What is engagement? 


Employee Engagement 
= What is engagement? 


Employee engagement has become a corporate buzzword, but its meaning is some- 
times vague. In order to measure engagement and identify its drivers and outcomes, 

_it must be clearly defined. What do we mean by engagement? The characteristics of an 
engaged employee fall into two primary categories: 


@ Behavioral 
= Working hard 
a Working with greater accuracy 
= Going the extra mile 
= Performing at an optimal level 
= Executing 
= Being productive 
= Being resilient 
= Solving problems 
¢ Emotional and attitudinal 
= Aligning of one’s individual values with those of the organization 
= Connecting 
= Committing 
= Showing passion 
= Feeling invested in outcomes 


What does engagement mean in your organization? 
How is engagement a business issue? 
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THE TOTAL REWARDS APPROACH 


Advantages of a 
Total Rewards Approach 


m@ Higher profitability 
m@ Lower labor costs 


m= Greater flexibility 


Advantages of a Total Rewards Approach 


With enhanced attraction, motivation and retention, an organization may experience 
positive results such as: 


m= Higher profitability 
@ Adirect link exists between employee motivation and product/service quality. 
# Companies highly rated by their employees often have higher profits. 

= Lower labor costs 


# Many programs in the work-life area are low-cost solutions used to attract and 
retain employees. 


@ Availability of programs considered part of the work-life element may reduce the 
compensation needed to attract talent. However, compensation savings should not 
be the driving force behind work-life offerings. 


@ Highly rated companies generally offer competitive programs within work-life, 
in addition to competitive compensation. 


= Greater flexibility 


Each company, given its own specific challenges, customizes its total rewards 
programs in unique proportions. This is called the total rewards mix. 


@ Unique considerations may include job types, geographic and demographic issues. 
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The Total Rewards Strategy 


Identifies: 
m™ The desired competitive position 
m The appropriate labor market segments 


m= The optimal mix of total rewards 
elements for each employee group 


m The way each element will be earned 
and allocated 


The Total Rewards Strategy 


The total rewards strategy is the art of combining the five elements into tailored packages 
designed to achieve optimal motivation. For a total rewards strategy to be successful, 
employees must perceive monetary and nonmonetary rewards as valuable. The total rewards 
strategy identifies: | 


m= The desired competitive position in the market for each employee group 


# Many companies want to offer a rewards program targeted at the 50th percentile in the 
market. However, it is important to define the competitive market because rewards 
programs vary between market segments. 


= The appropriate labor market segments for each employee group where the market is 
identified according to industry, size, geographic location or performance 


= The optimal mix of total rewards elements (compensation, benefits, work-life, 
performance and recognition, development and career opportunities) for each 
employee group 


¢ Some employers determine that they want to offer generous benefits and relatively low 
wages. 


Examples: Banking, education, government entities 
@ Other employers pay higher wages and lower benefits 
Examples: Real estate brokerage, established technology companies 


# More and more employers are placing greater emphasis on providing work-life programs 
since they are often highly valued by employees. 


¢ Organizations are beginning to explore how performance and recognition, and 
development and career opportunities can be effectively utilized. 


@ The life cycle of the business also can affect the optimal mix. 


Example: In a high-tech startup, there may be a cash shortage, so wages are low and 
benefits are low, but stock/share options may be high and the work environment may be 
desirable to attract talented employees. 
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The Total Rewards Strategy ...cont’d 


= The way each element will be earned and allocated 
@ Performance versus entitlement 
@ Individual versus group incentives 


@ Fixed versus flex benefits (choice) 
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THE TOTAL REWARDS STRATEGY 


Key Players Involved 
in Strategy Development 


m Senior management/ 
board of directors 


m Human resources leadership 
= Employees 


= Outside consultants 


Key Players Involved in Strategy Development 


= Senior management/board of directors 


@ Senior management typically gives approval to the strategy. The board of directors 
approves officer compensation. 


# Involvement is important for buy-in and ownership. 
= Human resources leadership 
¢ Articulates the HR strategy 
# HR staff is instrumental in facilitating the process. 
@ Total rewards management 
= Employees 


@ Internal, external or exit surveys may provide guidance in identifying the relative 
importance of total rewards elements to various employee groups. 


@ Aunion contract, collective bargaining agreement, works council mandate, etc. 
may need to be considered if applicable. 


= Outside consultants 


If outside consultants are to be used, they would work closely with HR to facilitate 
the process. 


Development of the total rewards strategy is discussed in further detail in Module 7. 
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| Can Yous 


m Define and explain the elements of 
total rewards. 


m Identify and explain the total rewards 
approach and advantages of taking 
the approach. 


m Discuss the total rewards strategy and 
the key players involved in strategy 
development. 
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Module Quiz 


A. 
B 
CG. 
D 
2, 
A. 
B 
a3 
D 
3. 


Which of the following are three of the five elements of total rewards? 


Base pay, variable pay and medical coverage 


. Development and career opportunities, work-life and benefits 


Performance and recognition, health coverage and retirement plans 


. Attraction, motivation and retention 


What is one of the advantages of taking a total rewards approach? 


Ensures that the HR strategy will align with the business strategy 


. Ensures compliance with legal and regulatory requirements 


Offers flexibility for customizing total rewards programs in unique proportions 


. Offers more career opportunities for HR professionals 


Which of the key players involved in the development of the total rewards strategy 


works closely with HR to facilitate the process? 


A. 


Customers 


B. Suppliers 
G: 
D 


. Outside consultants 


Employees 
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Module 2 
Compensation 


Introduction 


Compensation programs link to employee contributions in a very real way. When a 
compensation system operates effectively, employee performance warrants the 
compensation provided by the organization, and each party derives a reasonable return 
on its investment. When employees feel they are not paid fairly, their commitment to the 
organization may decrease, their productivity may drop, and, ultimately, they may 
choose to terminate their employment. Considering the fact that compensation is a 
large line item, it is necessary to understand what it constitutes. 


Objectives 


By the conclusion of this module, you will be able to accomplish the following: 
1. Identify and define the two primary elements of compensation. 

2. Define and describe the steps involved in building a job worth hierarchy. 
3. Describe the components of a base pay structure. 
4 


Differentiate between the three types of base pay: salary, nonexempt/hourly and 
piece rate. 


5. Identify the types of pay adjustments as well as when and why they typically 
are implemented. 


6. Identify the types of variable pay as well as when and why they typically 
are implemented. 
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Elements of Compensation 
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Elements of Compensation 


Compensation is pay provided by an employer to an employee for services rendered. 
Typically, it is the first aspect of the employment contract and calls for the extension of 
an acceptable monetary reward in return for the time, effort and skill of the employee. 


Compensation can be categorized into the following two primary elements: 


m Fixed pay, also known as base pay, is nondiscretionary compensation that does 
not vary according to performance or results achieved. It is usually determined by 
the organization's philosophy and pay structure. Throughout this module, you may see 
both base pay and fixed pay; they are the same. 


= Variable pay, also known as pay at risk, is compensation that is contingent on 
discretion, performance or results achieved. Much of the innovation in 
compensation is occurring in the variable pay element. Companies are making greater 
use of variable pay programs by expanding them to a significantly broader portion of 
the workforce than they have in the past. 
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Building a Job Worth Hierarchy 


How does an organization decide what to pay its employees? A job worth hierarchy is 
developed and used in the administration of pay decisions. The creation of a job worth 
hierarchy begins with job analysis and includes the following steps: 
m= Job analysis 

@ The systematic, formal study of the duties and responsibilities that comprise job 

content to obtain information about the nature and level of the work performed 

= Job documentation 

@ Written information about job content, usually in the form of job descriptions 


m Job evaluation 


@ Market-based hierarchy — uses external data to find the going rate for benchmark 
jobs in the labor market relevant to the organization 


@ Job content approach 


= Nonquantitative methods to view the job in terms of its importance to the 
company through ranking or classifying 


= Quantitative methods examine the importance of jobs in terms of 
compensable factors 


= Job worth hierarchy 

@ Final result of job evaluation process 

¢ Illustrates where each job fits, relative to other jobs 
m= Base pay structure 


@ After the job worth hierarchy is built, a base pay structure is created and used as a 
framework for pay decisions. 
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BUILDING A JOB WORTH HIERARCHY 


Why Conduct a Job Analysis? 


Develop job worth hierarchy 

Document work methods 

Provide basis for performance appraisal 
Identify job families 

Identify qualifications 


Provide basis for legal and 
regulatory compliance 


Determine if a job should exist 
Identify organizational design elements 


Why Conduct a Job Analysis? 


Job analysis is the basis for practically everything related to job evaluation and paying 
employees. Job analysis is performed to: 


m Develop a job worth hierarchy 
Document work methods and processes for training purposes 


Provide a basis for performance appraisal based on job-related standards 


Identify job families and career paths 


Identify qualifications required to perform work for purposes of job posting, advertising, 
and candidate selection 


= Provide a basis for legal and regulatory compliance 
m= Determine whether a job should exist in its present form 


m Identify organizational design elements 


Note: “Job” will be used in this module to describe a distinct role performed by one or more employees. 
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BUILDING A JOB WORTH HIERARCHY 


——— 


Types of Job Documentation 


m Job analysis questionnaires 


m Job family matrices 


m Job descriptions 


Types of Job Documentation 


Although job documentation is typically associated with the job description, there are 
other forms. Job documentation consists of written information about job content, 
typically resulting from a job analysis effort. There are several types of job documentation: 


m Job analysis questionnaires 


# In many cases, questionnaires completed by incumbents and/or supervisors 
may contain more specific and extensive data about a particular job than a 
formal job description. 


@ Job family matrices 
@ Information on multiple levels within the same job family 


@ Job descriptions 
¢ A formal documentation of duties and responsibilities as well as job specifications 
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BUILDING A JOB WORTH HIERARCHY 


Job Descriptions 


m The general nature of the work 


# Duties and responsibilities 


m™ The level of the work to be performed 


@ Skill, effort, responsibility, working conditions 


m Job specifications 


@ Characteristics required for competent 
performance 


Job Descriptions 


A job description is the most frequently used form of job documentation. It is a summary 
of the most important features of a job. A job description should describe and focus on the 
job itself and not on any specific individual who might fill the job. Important features 
included on a job description: 


m= The general nature of the work 
@ Duties 
@ Responsibilities 
= The level of the work to be performed 
¢ Skill, effort, responsibility, working conditions 
= Job specifications 
@ Employee characteristics required for competent performance of the job 
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BUILDING A JOB WORTH HIERARCHY 
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Market-Based Job Evaluation 


m@ Market pricing 
@ Why should market data be collected? 
@ What is a benchmark job? 


@ Why use caution when comparing data? 


Market-Based Job Evaluation 


= Market pricing 
In today’s competitive market place, it is common to see pay structures designed using 
a market pricing technique. Market pricing requires collection and interpretation of 
market data external to the organization as well as identification of the going rate for 
a job. In emerging markets, availability of data may be scarce. 
@ Why collect market data? 


= Analyze pay competitiveness by collecting information on the going rate for 
benchmark jobs 


= Identify pay trends by watching movement of salaries in the labor market 
= Identify competitive pay practices by gathering information on practices, 
programs, policies and procedures 
@ What is a benchmark job? 
m= A standard job used to make pay comparisons 
= The jobs selected should be easily defined and found in other organizations. 


= At least 50% of jobs should be benchmarked when using market pricing to 
build a base pay structure. 
= If 70% or more of the job content is similar, the job match is considered good 
and the data may be used for benchmarking purposes. 
@ Why use caution when comparing data? — The same statistics must be used in 
order to ensure that the data will be valid and reliable for comparison. 


= It is important to ensure that reported salaries are in the same form 
(weekly salary, monthly salary) 


= Local surveys may use different methodologies. 
= Some vendors report figures as medians (middle number), others report means 


(averages). In order to have a valid comparison, the statistics must be reported 
in the same form. 
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BUILDING A JOB WORTH HIERARCHY 


Content-Based Job Evaluation 


= Nonquantitative methods 
# Ranking 


@ Classification 


= Quantitative methods 
¢ Point factor 


@ Job component 


Content-Based Job Evaluation 


= Nonquantitative methods, or whole-job methods of job evaluation, view the job 
globally in terms of its importance to the company. 


@ Ranking is the simplest form of job evaluation. The process involves a whole-job, 
job-to-job comparison, resulting in an ordering of jobs from highest to lowest in 
relative worth to the organization. Ranking only gives an indication of order. It does 
not reveal anything about the relative degree of distance between jobs. 


@ The classification method compares jobs on a whole-job basis. Predefined class 
descriptions are established, and then the job is placed in whichever classification 
best describes it. This method has been more commonly used for public sector 
positions. 


= Quantitative methods, or factor methods of job evaluation, examine the 
importance of jobs in terms of compensable factors. 


@ The point factor method of job evaluation uses defined factors and degrees to 
establish job value. The corresponding points for that level are then awarded to the 
job and combined for all factors to derive a total score. 


#@ The job component approach develops a job worth hierarchy by using statistical 
analysis. This analysis identifies the factors and factor weights that best explain the 
relative market pay levels of benchmark jobs. Nonbenchmark jobs can then be 
evaluated using the model produced from the statistical analysis. This approach is 
primarily used in large organizations, and then only rarely. 
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BUILDING A JOB WORTH HIERARCHY 


Job Worth Hierarchy 


gm What is it? 


@ Perceived value of jobs in relationship to 
each other 


gm Why is it important? 


@ Determines which jobs should be grouped 
together 


# Forms the foundation of the base pay system 


m Why is it used? 


# To determine internal equity both among 
positions and groups of positions 


Job Worth Hierarchy 
Once the job evaluation is completed, a job worth hierarchy can be established. 
g What is it? 


@ A job worth hierarchy indicates the perceived value of jobs in relationship to each 
other within an organization. 


g Why is it important? 


@ The job worth hierarchy helps to establish a relationship between various jobs, 
allowing groupings of similar jobs. By establishing a job worth hierarchy, 
compensation professionals can determine how various jobs can be classified 
within the organization. 


@ It can then be used to form the foundation of the base pay system. 
a Why is it used? 


¢ A job worth hierarchy is used to determine and ensure internal and/or external 
equity both among positions and groups of positions. Job grades/pay structures 
are then based upon that internal and/or external equity. 
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BUILDING A JOB WORTH HIERARCHY 


Job Worth Hierarchy ...conta 


m What does it look like? 
@ Market-based 


@ Job content-based 


Job Worth Hierarchy ...cont’d 
a What does it look like? 
Market-Based Job Content-Based 


(Market-Wage) (Point Factor ) 

Position Hierarchy Hierarchy 
Director of Accounting 95,000 875 

; Grouping 
Director of Human Resources 94,000 866 
Senior Manager of Advertising 83,000 764 
Manager of Accounting 75,000 691 
Senior Compensation Analyst 45,000 414 
Senior Human Resources Analyst 44,500 410 Grouping 
Senior Financial Analyst 43,500 401 
Financial Analyst 38,000 350 
Supervisor, Accounts Payable 35,000 322 
Accounts Payable Clerk 21,000 193 ; 

Grouping 
Human Resources File Clerk 20,500 189 
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Base Pay 


m Definition of base pay can vary 
by country 


m= Monthly equivalent salaries vary 
by country 


= Bottom line ... fixed pay practices 
based on competitive strategy for 
each country 


Base Pay 

Base pay, or fixed pay, is the compensation paid to an employee for performing specific 
job responsibilities. 

= The definition of base pay can vary by country. For example: 


@ India and Mexico — A number of allowances are paid each period 
(e.g., overtime, transportation, meals, telephone allowances) and 
may be considered part of base pay for benefits calculations. 


= Base pay levels need to take into account variations in equivalent monthly 
salaries vary by country — While annual salary may be constant, pay delivery varies 
with many countries’ pay practices, including smaller monthly salaries with a bonus paid 
out at certain times of the year. This bonus is not considered variable or at-risk pay. In 
some countries, base salary includes legally required bonuses, as well as other 
components. These differences may affect survey data. 


= The bottom line ... fixed pay practices need to be based on a competitive strategy 
for each country — Factors affecting base pay: 

@ Frequency of review due to: 
a Inflation 
= Government-imposed pay restraint 
= Cost-of-living adjustment (COLA) plus variable performance-related pay 

@ Allowances 

@ Government mandates (e.g., concept of acquired rights) 
= Mexico, Germany, Taiwan, Brazil 
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Components of a 
Base Pay Structure 


m Base pay policy 
m Pay grades/bands 
m= Midpoint differential 


Components of a Base Pay Structure 
When building a base pay structure, the following must be determined: 
m Base pay policy 
@ The policy should be consistent with the compensation strategy of the organization. 


m Pay grades/bands — The purpose of pay grades/bands is to identify a compensation 
range within which multiple jobs are grouped that have similar value based on internal 
comparisons and external market data. 


@ Pay grades/bands usually overlap. Minimums and maximums usually fall within 
adjoining grades. 


@ Pay grades/bands should distinguish between skill or responsibility, and 
supervisor/subordinate relationships. 


# Pay grades/bands should allow for career progression. 


= Midpoint differential — the difference in wage rates paid at midpoint of two adjacent 
grades. A midpoint represents the middle of a given salary range or pay grade. 


@ Mexico 15% to 30% 


@ Switzerland 15% to 18% 
@ United States 12% to 14% 
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Components of a 
Base Pay Structure ...cont'd 


m Pay range 
@ Midpoint 


# Typical range spreads 


@ Broadbanded pay ranges 


= Number of pay structures 


Components of a Base Pay Structure ...cont’d 


m Pay range — has a minimum pay value, a maximum pay value and a midpoint 


@ Midpoint — The midpoint of the pay range typically reflects market rate for the 
positions in that pay range. 


¢ Typical range spreads 


a Asia 60%+, broadbanding approaches more common 
= Europe 30% to 50% 
= Latin America 30% to 60% (50% is the norm) 


m United States/Canada 40% to 50% 
¢ Broadbanded pay ranges — There may be a spread 100% to 300% from 
minimum to maximum. 
= The number of pay structures or bands may be affected by: 
@ Diversity of jobs in the organization 
= Functional area (nursing, engineering, maintenance) 
m Job level (clerical, supervisory, executive) 
@ Diversity in grading 
¢ Balance of internal equity and external competitiveness 
@ Organization culture 


Due to country market influences, relationships between 
positions, levels and grades can vary dramatically. 
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COMPONENTS OF A BASE PAY STRUCTURE 


Base Pay Structure Example 


85,000 
80,000 + ” 
75,000 _ _ ————— 
70,000 | pS 
65,000 +— - _ - - 

60,000 +—— 

55,000 
50,000 + : 
45,000 + - 
40,000 +——— 

35,000 +—— 
30,000 -4,29:000 
25,000 25,700 
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1 2 3 + 5 6 7 8 9 10 


Base Compensation 


Base Pay Structure Example 


This is an example of an abbreviated base pay structure. 


ee 
Te [we [sn [so [aon [am 
ee 


Diff. 


Taste [ase | snome [| am 


The graph above is not an actual pay structure. It is used for illustrative purposes only. 
The midpoint-to-midpoint differentials have been rounded. 
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Types of Base Pay 


m@ Salary 
m Nonexempt/hourly rate 


m Piece rate 


L 


Types of Base Pay 


Once base pay structures are built, the organization must determine how employees 
will be paid. 


m@ Salary — paid on a weekly, biweekly, semimonthly or monthly basis rather than by the 
hour, generally to higher level positions 


= Nonexempt/hourly rate — paid by the hour for a job being performed. An individual's 
annual pay is dependent on the number of hours worked during the course of the year 
and the nonexempt/hourly rate of pay. 


m Piece rate — Payment is based on an individual employee’s rate of production. 
A payment is received for each piece or unit of work produced. Piece rate payment 
can be either in place of, or in addition to, nonexempt/hourly payment. 
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Types of Pay Adjustments 


m Merit-based 
@ Skill-based 


m= Competency-based 


m Step rate 


m Lump-sum payment 


Types of Pay Adjustments | 


Beyond the initial pay rate offered to a new employee, pay increases may be granted 
for a variety of reasons. 


Merit-based — Organizations may provide employees an annual increase in the form of 
a merit increase tied to individual performance and prevailing merit budget practices. 


@ Increases can be stated as an overall pool of money by department — such as 4% of 
current salary budget to be distributed based on individual performance — or there 
may be specific guidelines by performance level. 


Skill-based or pay-for-knowledge approach — Individuals are paid for the skills they 
possess rather than their job responsibilities. Pay increases are given based upon 
increased knowledge, skill or ability. The employee may or may not use the skill. 


Competency-based — broadens the concept of skill-based pay by focusing on key 
success characteristics including underlying attributes, personality traits and behaviors. 
Competencies are determined by what has to be done, as well as how it must be done to 
support the company’s values. 


Step rate — typically are based on longevity. At regular intervals, employees move up 
one step within their respective ranges. Employees also receive a second increase when 
the step's value increases. Typical in government or educational settings 


Lump-sum payment — often are provided in place of an annual increase to the base 
salary as a means of controlling annual fixed-cost increases. For example, a lump-sum 
payment may be made to an employee at the top of his or her salary grade maximum to 
keep the salary from going over the maximum. 
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Types of Pay Adjustments ...cont’a 


General increases 
Cost-of-living adjustments 


Adjustments 


* 

* 

# 

= Combinations 
= Automatic progression 
* 


Pay for performance 


Types of Pay Adjustments ...cont’d 


= General increases — often given to employees when an organization finds its 


compensation program is behind competitive market rates. A set monetary amount or 
a percentage increase may be given. 


Cost-of-living adjustments (COLAs) — usually made to keep up with the rate of 
inflation. They may be treated as a separate payment, in addition to the regular 
base pay. 


Adjustments — usually equity- or market-based 


# Equity-based adjustments reflect internal compression issues (for example, 
between supervisor and subordinate, or between peers with dissimilar lengths of 
service or performance levels). 


@ Market adjustments may be granted when a company finds the past year’s 
engineers are making less than new college graduates. 


Combinations — It is not uncommon to provide both merit and lump-sum increases or 
merit increases and equity adjustments. 


Automatic progression — Automatic pay progression links pay increases primarily to 
some aspect of tenure. Globally there is a trend away from the practice. 


Pay for performance — links pay (base and/or variable), in whole or in part, to individual, 
group and/or organizational performance. This practice has been spreading throughout 
the world. 


GR1 @ 2.18 


© WorldatWork. All rights reserved. 


TYPES OF PAY ADJUSTMENTS 


Differential Pay 


m Shift differential 
m Weekend or holiday differential 
= Expatriate differential 


m Geographic differential 


Differential Pay 
In addition to base pay, some employers pay differentials. 


= Shift differential — paid to an individual to accommodate specific working conditions. 
It is most often called a shift differential when the individual is working hours other than 
the traditional 8 a.m. to 5 p.m. 


= Weekend or holiday differential — paid in addition to the normal nonexempt/hourly rate 
to pay for working a holiday or weekend. It may take the form of an additional 
nonexempt/hourly rate or a flat monetary amount. 


= Expatriate differential — paid for the difference in costs between an individual's home 
country and the assignment location 


= Geographic differential — pay differences established for the same job based on 
variations in costs of living or costs of labor among two or more geographical areas 
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Pay Adjustments 


discussion 


m What pay adjustments does 
your organization use? 


Discussion — Pay Adjustments 


What pay adjustments does your organization use? 
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Variable Pay 


m Pay at risk 
@ Gainsharing programs 


@ Profit-sharing programs 


Le 


Variable Pay 


The popularity and utilization of variable pay is not uniform throughout the world. 
The concept of pay for performance, popular in North America, has been adopted 
in some countries. In certain countries and regions (e.g., China, Central Europe 
and Eastern Europe), the concept of pay for performance is not fully accepted. 


m Pay at risk — Variable pay is pay at risk. It may be based on organizational, 
team/group or individual performance. Often, the criteria may be company-based: 
return on equity (ROE), return on investment (ROI), profit target; division or individual 
performance criteria (specific individual objectives). 


¢ Gainsharing programs — any one of a number of incentive programs designed 
to share the results of productivity gains with employees as a group. Although 
common is some areas, gainsharing programs are not universal in application 
(e.g., Latin America does not traditionally welcome such programs). 


¢ Profit-sharing programs — provide for employee participation in the profits of an 
organization. The plan normally includes a predetermined and defined formula for 
allocating profit shares among participants and for distributing funds accumulated 
under the plan. However, some plans are discretionary. These have a long 
history in some regions. 
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VARIABLE PAY 


Design Considerations for 
Variable Pay Plans 


m Eligibility 


m= Types of plans 
@ Formula-driven 


@ Performance target 
m Payout 


m= Performance measures 


Design Considerations for Variable Pay Plans 


When designing variable pay plans, the HR professional must consider the following 
design components: 
= Eligibility 
¢ Eligibility may be defined as a percentage of a company’s total employee 
population, based on a minimum salary, a salary grade, reporting relationship or 
critical positions. 


@ Avariable pay plan might become a legal entitlement. 


= Types of plans 
@ Formula-driven — percentage of profits or net income that exceeds a percentage 
of capital. Formula generates a fund and individuals share on a pro-rata basis. 
@ Performance target — Individual award and/or organizational goal is established 
and awards are based on achievement against goals. 


m= Payout — Typically, the higher-level positions in an organization are more likely to 
receive individual incentive plans. In most cases, the higher an employee is in the 
organization, the higher the payout potential. These may be paid on an annual basis, 
or may be paid in varying time frames such as monthly or quarterly. 

= Performance measures 


# Successful performance measures are based on the business plan: the purpose of 
the incentive, the results the company wants rewarded and the behaviors it wants 
to reinforce (team focus, individual focus, etc.). 


@ Decide on the appropriate measures and the applicable organizational level 
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VARIABLE PAY 


Types of Variable Pay 


= Commissions 
Bonuses 


Incentive plans 


* 

« 

m Profit-sharing plans 

m Performance-sharing plans 
* 


Equity 
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VARIABLE PAY 


Commissions 


m Sales incentive plans matched to 
type of responsibilities 


m Areas of responsibility usually fall 
into one of three categories 


# Customer identification 


@ Customer service 


# Customer persuasion 


Commissions 


Commissions are cash payments, based on a predetermined performance and reward 
schedule, that typically make up the larger portion of an individual’s total compensation. 
They are typically based on sales or profit margin on those sales. Commissions are 
usually for sales employees. 


= Sales incentive plans matched to type of responsibilities — Effective sales incentive 
plans must be matched to the type of responsibilities expected of the salesperson. 


m= These areas of responsibility usually fall into one of three categories — 
Compensation programs must match the mix of compensation to the skill set required 
of the job: 
# Customer identification — analyze market, contact prospects, qualify leads 
@ Customer service — expedite orders, handle service problems, coordinate 
service efforts 
@ Customer persuasion (rain maker) — These employees select accounts to call 
on, identify buyers, make presentations, overcome objections and make sales. 
The more persuasion required, the higher the targeted at-risk percentage. 
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VARIABLE PAY 


Bonuses 


@ Annual 


m Spot 


Bonuses 


Bonuses are usually distinguished from incentive pay plans by the discretionary aspect 
of their award. Typically, bonuses are given without prior objectives being established. 
They are usually given in one of two forms: 


= Annual — given after the close of the year when the company wants to recognize an 
individual or group for contributions to the organization. They are not based on prior 
objectives against which performance was measured. 


= Spot — bonuses given to team members for their extra contributions or to individual 
employees for some significant contribution. These awards are typically of a smaller 
monetary nature and should be awarded close to the time the behavior occurs. 
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VARIABLE PAY 


Incentive Plans 
m Group 
@ Organizational unit 


m= Team 
@ Small number of people 


m Performance measures 


m@ Payouts 
@ Cash 
@ Noncash 


Incentive Plans 


Incentives are delivered through plans that predetermine a performance and reward 
schedule. The incentive may be paid in an accounting period (month, quarter, year, 
multi-year) or upon an event (reaching an objective, completing a project, etc.). 
Organizations that seek to create a closer link between employee compensation and 
the “risks” of doing business have increased the prevalence of group/team incentives. 
= Group 


@ Organizational unit, division, department 


= Team 


@ Small number of people with complementary skills, 
committed to a common purpose 


= Performance measures can be a combination of the following: 
@ Organizational objectives 
= Meeting financial targets (profit, ROI, etc.) 
# Team/group objectives 
= Developing a new product or service 
= Budget variances 
@ Individual objectives 
= Competencies 
= Contributions, participation 
m Payouts 
# Cash —lump sum, percent of base 
@ Noncash -— travel, education pay, merchandise, etc. 
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VARIABLE PAY 


Profit-Sharing Plans 


m@ Definition 
@ Rewards based on financial performance 
m Primary objective 


@ Employee identification with the 
organization’s success 


m Payout 


@ Organization attainment of financial goal 
(e.g., profit target) 


Profit-Sharing Plans 


# Definition 


@ Profit-sharing is a form of variable pay provided to all employees based on the 
profits of the company. Companies usually have predetermined goals and formulas 
for determining the amount that will be allocated to employees. 


Cash profit-sharing is generally considered a compensation program. Deferred 
profit-sharing is generally considered an employee benefit program if the deferral is 
until employee termination. 


= Primary objective — Profit-sharing plans are typically implemented to achieve employee 
participation and identification with the organization's success. 


= Payout may be given in the following forms when the organization attains its 
financial goals (e.g., profit target) 


@ Cash 

@ Deferred cash in a retirement program (if geographically relevant) 
@ Company stock/shares 

@ Cash and stock/shares 
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VARIABLE PAY 


Performance-Sharing Plans 


@ Definition 


@ Multiple measures, often reflecting a 
combination of quantitative / qualitative measures 


m Primary objectives 


# Increase employee identification with the 
organization's success 


# Increase employee understanding of what is 
important to the organization 


m= Typical performance factors 


Performance-Sharing Plans 


= Definition — A variable pay plan that bases rewards on the performance of a 
combination of quantitative and/or qualitative measures. 


m= Primary objectives 
¢ Increase employee identification with the organization's success, which is measured 
by multiple factors. 


Increase employee understanding of what is important to the organization and 
communicate the basis upon which success is measured. 


= Typical performance factors may include measures of: 
@ Financial performance 
¢ Business process improvement 
@ Customer satisfaction 
@ Workforce development 
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VARIABLE PAY 


Equity 


m Time period 


m Types 
@ Stock/share options 
_@ Stock/share grants 
# Restricted stock/shares 


@ Performance unit plans 


Equity 


Equity compensation programs typically are used as long-term incentives utilizing stock/ 
share or a stock/share equivalent for payments. Equity may be used to foster employee 
ownership in the organization. 


= Time period — Long-term incentives are paid out based on performance extending past 
a 12-month period. 


m= Types 
@ Equity incentives may include the following: 


= Stock/share options — the right to purchase company stock/shares at a 
specified price over a specified time period after time requirements of 
continued employment are met 


= Stock/share grants — stock/shares provided to employees at no cost to them 


» Restricted stock/shares — stock/shares awarded to employees with 
prohibitions on sale or transfer until restrictions lapse 


= Performance unit plans — Units having a monetary value are awarded to 
employees based on the attainment of certain internal or external 
performance measures. 
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VARIABLE PAY 


Global Equity-Based Rewards 


m Taxation to employee 

m Tax deduction to company 

m Exchange rate fluctuations 

= Local registration of stock/shares 
m Integration with other benefits 


m Employee appreciation 


Global Equity-Based Rewards 


Variable pay programs featuring equity-based rewards, including stock or share option 
plans/schemes and employee stock/share purchase plans, are also popular globally. 

A company contemplating the globalization of an equity-based rewards program should 
consider the following: 


= Taxation to the employee — Driven by local legislation, but generally the benefit is 
imputed as income to the employee and subject to tax. The benefit can include: 


@ Company contribution/allocation 
@ Discount on purchase price 
@ Dividends payable 
m Tax deduction to company 
¢ This will vary based on the country, type of plan and local tax laws. 


# The general principle is that the company will receive a tax deduction if employee 
is taxed. 


Exchange rate fluctuations 
# The employee is exposed to the risk of both currency and equity market volatility. 


= Local registration of stock/shares 


# Some countries may require the stock/shares offering to be registered with the 
local authorities. 


Integration with other benefits 


# Is the stock/share plan an add-on benefit or should it be integrated with the 
retirement and savings plan offered by the company? 


= Employee appreciation 


@ Generally not high, with the outcome being low participation rates in contributory 
plans and employees cashing out rather than holding the stock/shares 
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Compensation 


discussion 


m How does compensation attract, 
motivate and retain your workforce? 


= What role does compensation play 
in employee satisfaction and 
engagement? 


Discussion — Compensation 


= How does compensation attract, motivate and retain your workforce? 


= What role does compensation play in employee satisfaction and engagement? 
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Exercise — Compensation 


Using the Total Rewards Exercise on page APP 0.3, discuss the following questions: 


1. How might each of the six employees view compensation in terms of attraction, 
motivation and retention? 


2. How might the mix of base and variable pay work differently for each of the employees? 
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Can You? 


m Identify and define the two primary elements of compensation. 


m Define and describe the steps involved in building a 
job worth hierarchy. 


m Describe the components of a base pay structure. 


™ Differentiate between the three types of base pay: 
salary, nonexempt/hourly and piece rate. 


m Identify the types of pay adjustments as well as 
when and why they typically are implemented. 


m Identify the types of variable pay as well as when and 
why they typically are implemented. 
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Module Quiz 


1. Which of the following best describes the two primary elements of compensation? 
A. Profit sharing and incentive pay 
B. Financial and nonfinancial pay 


C. Fixed and variable pay 


2. What is the first step in building a job worth hierarchy? 
A. Complete the job documentation 
B. Complete a job analysis 
C. Conduct a job evaluation 
D 


. Build a base pay structure 


3. Which job evaluation method involves collecting competitors’ data to identify the 
going rate for a job? 


A. Market pricing 
B. Point factor 

C. Job component 
D. Ranking 


4. Which statement is most accurate regarding pay grades? 
A. Pay grades rarely overlap. 
B. Pay grades should not allow for career progression. 


C. Pay grades distinguish between skill or responsibility. 


5. Payment that is typically based on an individual employee’s rate of production is 
referred to as which type of base pay? 


A. Salary 

B. Piece rate 

C. Nonexempt/hourly rate 
D. Shift differential 
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Module Quiz ...cont’d 


6. An organization typically uses which of the following types of pay adjustments to 
regain a competitive position with market rates? 


A. Merit 

B. General 
C. Lump-sum 
D. Step rate 


7. Which of the following best describes a type of variable pay? 
A. Salary 
B. Profit sharing 
C. Competency-based pay 
D 


. Pay for performance 
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Benefits 
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Module 3 
Benefits 


Introduction 


Employee benefits represent a considerable portion of the total rewards package and 
consequently, a significant expense to the organization. The importance of the benefits 
function is highlighted in its role of attracting and retaining employees and fulfilling 
employee needs. Regardless of the country, benefits supplement compensation by 
providing employees with a level of security related specifically to health and welfare, 
retirement and time off. 


While employee needs may be similar around the world, the degree to which those needs 
are met through other sources varies by country. Governmental programs and country 
culture contribute to a variance in the demand for certain benefits. Many of the differences 
in benefits practices relate to the extent of governments’ involvement in providing retirement 
and medical security to its citizens. In some countries, the influence of government is 
pronounced (e.g., Italy, Kuwait), with the government taking an active role in providing 
these services. In other countries, individuals and their employers have the primary 
responsibility (e.g., Chile, Malaysia). Consequently, the level of benefits provided by 
employers often is directly related to the level provided by or mandated by the government. 


Additionally, the influence of government, labor/trade unions and other ieculs tend to either 
augment or hinder the process of providing employee benefits. 


Objectives 


By the conclusion of this module you will be able to accomplish the following: 
1. Identify and define the two primary elements of benefits programs. 
2. Identify and describe specific factors that influence benefits programs. 


3. Identify and explain the various types of income protection programs including health 
and welfare and retirement programs. 


4. Identify and explain the various types of pay for time not worked programs. 
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Benefits 


TOTAL REWARDS 
el Income protection 
| programs 


Pay for time not 
worked programs 


Benefits %———mm 


Benefits 


Benefits are a core element of the total rewards model. Benefits include health and 
welfare plans, retirement plans and programs providing pay for time not worked. Over 
time, employee benefits have evolved from basic fringe benefits of insurance coverage 
and a few perquisites to a wide range of benefits designed to strike a balance between 
an employee’s personal and professional life. 
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Elements of Benefits 


m Income protection programs 


m Pay for time not worked programs 


La 


Elements of Benefits 
Benefits programs may be categorized into the following two elements: 


= Income protection programs — designed to protect the standard of living of the 
employee and his or her family 


# Mandatory — in some countries required by law to cover employees for: 
a Unemployment 
= Workers’ compensation 
= Social security 
a Disability (occupational) 
¢ Nonmandatory or voluntary — at the discretion of the employer 


a Medical = Survivor benefits 
= Dental = Disability 
= Mental health = Retirement plans 


= Vision plans 


m Pay for time not worked programs — designed to protect the employee’s income flow 
during certain periods when the employee is not working 


@ At work 
@ Not at work 
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Factors Influencing Benefits 


m™ Corporate philosophy / 
business objectives 


= Competitive practices 
m= Employer initiative 
m Regulatory environment 


m@ Taxation 


Factors Influencing Benefits 


A variety of factors are influencing growth and change of employee benefits: 


Corporate philosophy/business objectives — Influences outside the organization 
must be reconciled with the company’s philosophy and business objectives. 


Competitive practices — All of the total rewards elements (compensation, benefits, 
work-life, performance and recognition, and development and career opportunities) are 
influenced by competitive practices and may be geographically or employer-based. 
Competitive practices may result in richer benefits programs in some regions and may 
also cause employers to re-evaluate the level of benefits in other regions if the 
employer's package is significantly more generous than the competition's. 


Employer initiative — Employers commonly use employee benefits to help protect the 
standard of living of their workers. 


Regulatory environment — In many countries, the government is the major factor 
influencing growth and change of employee benefits. It is also the main provider of 
employee benefit programs. In other countries, the government mandates or 
encourages employers to provide certain programs. 
Taxation 
@ Benefits taxation affects: 
= Benefits levels through the imposition of benefits limits 


= The source of benefits 
(e.g., directly from company or through a pension fund) 


= The employee/company cost-sharing basis 
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Factors Influencing Benefits ...contd 


m= Employee demands 


= Costs 


m Demographic changes 
m Perceived value 
m™ Desire for choices 
L_ 7 
Factors Influencing Benefits ...cont’d 


= Employee demands — Employees often request new or different benefits. Unions 
sometimes represent workers in negotiating with companies for benefits. 


= Costs — Rising employee benefits costs are a substantial issue in many countries. 


= Demographic changes — As the needs of a workforce change, employee benefits also 
need to change. 


The following are examples of several economic and demographic changes influencing 
international benefits structures today: 


# The growth of multinational free trade areas 
= European Union 
= North American Free Trade Agreement (NAFTA) ° 
= Mercosur (Brazil, Argentina, Uruguay and Latin America free trade area) 
= Association of South East Asian Nations (ASEAN) 
# Opening and globalization of economies 
@ Major additions to global skilled workforce 
@ Aging population in many countries 
@ Increasing number of females in the workforce 
@ Increased competition has resulted in the following: 
= Employees often have shorter career expectations. 
= Companies are less paternalistic. 
= There is more emphasis on “today’s” paycheck. 


= Perceived value — Employers sometimes reconsider offering benefits that are not 
perceived by the workforce to be of value. 


= Desire for choices — In some countries, employees are expressing a greater desire for 
choices in their benefits. 
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Income Protection Programs 


@ Health care benefits 
= Welfare benefits 


m Retirement and investment plans 


Income Protection Programs 


In some countries there are certain income protection programs that are required by law. 
In addition, there are also programs that companies may offer by choice to accomplish 
organizational goals. These benefits can include: 


= Health care benefits 
mg Welfare benefits 


= Retirement and investment plans 
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INCOME PROTECTION PROGRAMS 


Health Care Benefits 


m Variations by region 


m= Sources of health care 
@ Government programs 


@ Private programs 


= Common challenges 


Health Care Benefits 


= Variations by region — Health care systems worldwide are influenced by the beliefs, 
values, culture and perceptions in different regions regarding the role of government in 
providing health care to its citizens. For example: 


4 


¢ 


In European countries, governments typically provide health care to all citizens, 
financed by taxes. 

The United States is the only developed country without a national health care 
program. Medicare provides for the elderly and Medicaid provides for certain low- 
income individuals and families. 

In emerging markets, health care programs can be terribly under-funded, with 
access to health care in short supply. Even basic medical attention may not be 
available. 


= Sources of health care 


4 


Government programs — Most countries have some form of government- 
mandated health care. These programs may be provided nationally, at the state 
or provincial level, or by means of various agencies or industry groups. Allocation 
of funding and resources will vary by country. Government-mandated health care 
programs may be referred to as social security or as other social programs. 


Private programs — Employers commonly supplement the above programs with 
health care plans influenced by corporate objectives, competitive practices and 
the limitations of government programs. Limitations of government-sponsored 
programs may include restricted access, limits on services/facilities, payments, 
reimbursement and gaps in coverage. 


= Common challenges — Global health care presents similar challenges in most 
countries. Global employers are concerned with the rising cost of health care, access 
to quality care, longer life spans, technological advances, and the determination of 
responsibility for retiree health care (retiree, country or company). 
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INCOME PROTECTION PROGRAMS 


Health Care Benefits ...cont’d 


= Medical plans — design components 
# Deductible 
@ Co-insurance 
# Co-payment 
-@ Usual, customary and reasonable charges 
@ Out-of-pocket maximum 


@ Coordination of benefits 


Health Care Benefits ...cont’d 


Because of the rising cost of providing medical benefits, private medical plans have 
evolved into a more “managed care” environment. This means that some aspect of the 
plan is managed through the service provider and/or the organization and includes 
variations in plan design. Listed below are several design components utilized when 
establishing and renewing medical plans. 


= Medical plans — design components 


4 


Deductible — typically an amount paid up front by the member for any services 
rendered 

Co-insurance — the percentage paid by the member and the plan after the 
deductible has been met 

Co-payment — the amount that the member pays for covered services rendered 
at the time of service 

Usual, customary and reasonable charges (UCR) (often referred to as 
reasonable and customary — R&C) — the charges that an insurance carrier 
determines are normal for a particular medical procedure within a specific 
geographical area 

Out-of-pocket maximum (OOP) - the total monetary amount limit that the 
member will be liable for in relation to the co-insurance 


Coordination of benefits (COB) — helps ensure that the correct medical plan is 
paying expenses when a member is covered under more than one plan (e.g., an 
employee is covered under his or her plan and also under a spouse's plan) 
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INCOME PROTECTION PROGRAMS 


Health Care Benefits ...cont’d 


m Dental plans 
m Vision plans 


@ Hearing plans 


Health Care Benefits ...cont’d 
= Dental plans 
@ Indemnity plans — cover preventive and limited basic and major care 
# Dental maintenance organization plans — require use of participating providers 
@ Vision plans 
# Insured plans with periodic coverage of routine exam, lenses and frames 
@ Discount plans with retail networks 
@ Hearing plans 
# Plans with coverage for routine exams and hearing aids 
¢ Discounts with network providers 
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INCOME PROTECTION PROGRAMS 


Benefits 


discussion 


m How have the health care benefits 
in your organization evolved 
because of the rising cost of 
providing these benefits? 


Discussion — Benefits 


@ How have the health care benefits in your organization evolved because of the rising 
cost of providing these benefits? 
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INCOME PROTECTION PROGRAMS 


Welfare Benefits 


= Death benefits 


m= Disability 


m Long-term care 


Welfare Benefits 


The factors that influence health and retirement benefits may also affect other benefits, 
such as life insurance, disability and time off. Depending on the type of benefit, statutory 
requirements, coordination with government programs, collective bargaining agreements 
and other influences may shape or define the final program, limiting employer flexibility in 
plan design. 


= Death benefits — Company-provided death benefits are prevalent in most countries. 
@ Benefits vary in both form and amount. 
Not always insured, not necessarily provided through a life insurance policy 


May be offered in some countries as a social program; human resources should 
examine benefits available in each country to avoid over-insuring employees. 
Italy is among the countries with the highest benefits (five to six times pay). 


Payout relative to annual salary; one to two times pay is common; fixed amount in 
some countries, regardless of salary 


@ Payout options: Lump sum or installment/annuity 
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INCOME PROTECTION PROGRAMS 


Welfare Benefits ...cont’d 


= Disability — also known globally as long-term disability, invalidity or permanent ill health. 
Similar to provisions of death benefits; payments may be minor or substantial; not yet 
provided in some countries. Determination and definition of disability will differ. 
Payments often on a scheduled basis and range from 30% to 100% of pay; typically 
limited to base pay. Local workers’ compensation may provide benefits for work-related 
disability. 


= Long-term care — Workforce patterns are changing the historic reliance on extended 
family members. Some companies are beginning to respond to the need to provide 
long-term care benefits. These benefits typically include a stream of payment, such as 
a monthly income, to provide assistance when an individual cannot perform daily living 
activities. 
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INCOME PROTECTION PROGRAMS 


Retirement and Investment Plans 


m Defined benefit plans 
@ Defined contribution plans 


m Hybrid plans 


Retirement and Investment Plans 


Qualified retirement plans include both the traditional defined benefit (DB) pension plans 
and defined contribution (DC) plans. 


= Defined benefit plans — generally provide better benefits to employees with 
longer service 


4 


5 i A and 


Benefit at retirement is based on a formula that considers pay and service 
(i.e., one percent of compensation for each year of continuing service). 


Plan sponsor is at risk for financial resources. 
Predominant plan varies by location and government-required regulations. 
Integration with government-sponsored programs is very important and complex. 


Companies have terminated or amended their defined benefit plans to reduce 
their potential costs. 


In some countries, the plan is at risk for the investment performance. 
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INCOME PROTECTION PROGRAMS 


Retirement and Investment Plans ...cont’d 


= Defined contribution plans — characterized by employee and employer 
contributions made to individual participant accounts 


@ No promise of a specific benefit at retirement 

Employee is at risk for financial resources. 

Sometimes replace or supplement defined benefit plans 
Individual accounts must be maintained for each participant. 


Becoming increasingly popular worldwide 


o¢-fetcmhUh OHmhU OH hh OH 


Types 
= Savings/thrift plans 
a Profit-sharing plans 
= Money purchase plans 
m Hybrid plans — combine elements of defined benefit and defined contribution plans 
@ Cash balance plans 
# Pension equity 
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INCOME PROTECTION PROGRAMS 


Retirement Benefits 


m Variations by region 


m™ Sources of retirement benefits 
# Government programs 


_@ Company-provided programs 


Retirement Benefits 


= Variations by region — Retirement benefits, like health benefits, are provided by 
both government programs and company programs. In some countries, retirement 
programs are quite substantial. In others, they may be virtually nonexistent. 
Programs may be influenced by local collective bargaining agreements. Potential 
program variations include: 


@ Defined contribution plans with employee and/or employer contributing 
¢ Savings plans with no company-paid retirement or match 

@ Broad-based stock/share programs intended for retirement 

@ Defined benefit plans that may require employee contributions 


= Sources of retirement benefits — An initial assessment of retirement programs by 
country will include statutory social security programs that pay benefits upon 
retirement, death or disability. Additionally, there may be mandatory requirements 
exclusive of social programs. Common program features include varying benefits 
by income level and maximum benefits. 


¢ Government programs — Government programs and corresponding 
procedures and coverage vary by country. For example: 


= Retirement benefits in Italy generally replace 80% of income. 
= Retirement benefits are relatively low in the Philippines and Hong Kong. 
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INCOME PROTECTION PROGRAMS 


Retirement Benefits ...cont'd 
m= Sources of retirement benefits 
@ Government programs ...cont’d 
= Formulas for determining retirement benefits differ. For example: 
¢ The United States uses an indexed career average pay. 
¢ The Netherlands uses flat amounts unrelated to pay. 
¢ Company-provided programs — Company-sponsored retirement programs present 
challenges in both the determination of appropriate benefit levels and alignment with 
local practices. Some government programs may reduce benefits when coverage is 
provided by company plans. Company plan design should consider eligibility for 
social security and other mandatory benefits, the effect of other governmental 
restrictions (e.g., tax treatment), competitive practices, union/work council directives, 
cost and business need. Defined benefit, defined contribution and hybrid programs 


(e.g., cash balance, pension equity) are all used globally. For example, defined 
contribution is popular in countries with a British influence and defined benefit plans 


are found in parts of Europe and the Americas. 
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Benefits 


a OC =: 


discussion 


g What retirement benefits are 
offered in your organization? 


Discussion — Benefits 


= What retirement benefits are offered in your organization? 
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Pay for Time Not Worked Programs 


@ At work 


@ Not at work 
@ PTO bank 


@ Severance allowance 


_ 


Pay for Time Not Worked Programs 


Time off with pay is provided for a variety of situations in different countries and refers 
to any nonworking period for which the regular rate of pay is earned. 


m= At work 
@ Rest periods ¢ Travel time 
@ Wash-up time @ Coffee/smoke breaks 
# Clothes changing time @ Birthday celebrations 
@ Training and education @ Department meetings 


= Not at work — often guided by company policy, practice or union contract. Practices 
vary regarding holiday and vacation entitlements across countries and regions. In 
addition, in many countries the term “vacation” can also be referred to as “holiday.” 


@ Vacations @ Company shutdown 

@ Holidays @ Sabbatical 

@ Personal leave @ Reserve duty and military leave 
@ Jury duty @ Family/medical 

@ Sick @ Religious observations 

@ Bereavement ; 

¢ Paid time off (PTO) bank — collapses separate programs into one policy. 


It replaces what are traditionally segregated time-off programs into a single block 
of time. 


= Combines vacation, sick, personal days and sometimes holidays 
into one bank 


@ Severance allowance — a continuation of an employee’s salary after termination 
that is paid either in a lump sum or on a continuation basis 
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Exercise — Benefits 


Using the Total Rewards Exercise on page APP 0.3, discuss the following questions: 


1. How might each of the six employees view benefits in terms of attraction, motivation 
and retention? 


2. What types of retirement plans would meet the needs of the employees? Why? 


3. What variations in benefits packages might be desirable for the employees? Why? 
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Can You? 


m Identify and define the two primary elements 
of benefits programs. 


m™ Identify and describe specific factors that 
influence benefits programs. 


m Identify and explain the various types of 
income protection programs including health 
and welfare and retirement programs. 


m Identify and explain the various types of 
pay for time not worked programs. 
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Module Quiz 


1. Which of the following best describes the two primary elements of benefits programs? 
A. Income protection and pay for time not worked 
B. Health insurance and social security 


C. Medical and dental plans 


2. Which of the following is a major factor influencing the growth and change of 
employee benefits? 


A. The availability and quality of internal data 
B. The recent market data 


C. The government 


3. Which of the following is typically considered a type of income protection program? 
A. Vacation/holiday benefits 
B. Retirement benefits 


C. Sick leave 


4. Which of the following refers to a pay for time not worked program? 
A. Merit-based pay 
B. Holiday pay 
C. Weekend differential pay 
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Work-Life 


ees 
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Module 4 
Work-Life 


Introduction 


Today's workers are looking at the “big picture” when assessing where they want to work. 
Often, it extends beyond the traditional areas of compensation and benefits. 


In any labor market, employers will face attraction, motivation and retention issues when 
competing for the best talent. One way HR professionals can help management achieve 
their goals is to look at total rewards when determining what programs are right for their 
organization. 


Can some elements of work-life be considered benefits? Yes, many organizations still 
consider them benefits. The total rewards model takes into account the fluidity of the 
relationship between compensation, benefits, work-life, performance and recognition, 
and development and career opportunities. It will be up to each individual organization 
to define precisely where the various elements will be categorized and how initiatives will 
be carried out. 


Objectives 


By the conclusion of this module, you will be able to accomplish the following: 
1. Define work-life and explain the needs work-life programs satisfy. 


2. Discuss the responsibilities of a work-life professional and an HR practitioner 
involved in work-life initiatives. 


3. Describe the seven categories of the work-life portfolio. 
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Work-Life 


Caring for dependents 


TOTAL REWARDS Supporting health and 
STRATEGY wellness 
| Creating workplace flexibility 


Cee emma 


| Financial support programs 


Work-Life 


| Creative use of paid and 
unpaid time off 


Community involvement 
| programs 


| Culture change initiatives 


Work-Life 


Work-life is composed of offerings in the total rewards package that address the unique 
individual needs of the employee. These offerings are important to the employee but may 
be less tangible than compensation and benefits. 


To understand the difference between traditional compensation and benefits programs 
and elements of work-life, consider the needs that the programs satisfy. For example: 


= Compensation satisfies a financial need for income. 

= Benefits satisfy protection needs, such as insurance and retirement security. 

= Work-life programs satisfy intrinsic needs, such as control over one’s work environment. 
m Performance and recognition satisfy the need to receive recognition for achievements. 


= Development and career opportunities satisfy the need for personal challenge and 
growth. 
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Work-Life ...cont'a 


“A specific set of 
organizational practices, 
policies and programs that 
actively supports the efforts 
of everyone who works 

to achieve success both 

at work and at home” 


a 


Work-Life ...cont’d 


® Definition — a specific set of organizational practices, policies and programs that 
actively supports the efforts of everyone who works to achieve success both at work 
and at home 


@ Refers to the reciprocal links between an individual’s work and personal life. 
The organizational objective is to enable an employee to be successful at both 
work and home, resulting in enhanced organizational performance. 


Work-life effectiveness is grounded in a philosophy of respecting people for who they are 
as well as for what they do for the organization. This philosophy recognizes every 
worker's need to be appreciated as a contributor to the organization’s success. 


Productivity is enhanced when the organization supports employees in their efforts to 
manage both work and personal responsibilities. This supportive environment leads to an 
improved ability to attract, motivate and retain the workforce. 
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The Work-Life Professional 


Work-Life Professional HR Practitioner 


« Presents business case 
to upper management 


* Communicates programs 
to employees 


The Work-Life Professional 


The work-life professional can be a consultant, an in-house work-life expert, 
an HR practitioner or another professional with work-life responsibilities. 


This slide presents the work-life professional and HR practitioner as two individuals. 

In some cases, one person might possess all of the skills necessary to perform both 
functions; this individual would be able to present the business case for work-life 
effectiveness, as well as have the skill set to design, implement and administer programs. 


The person(s) who presents to upper management and communicates to employees 
must not only act as an advocate of work-life programs, but also understand and be able 
to articulate the business case for implementing the programs. Even if an advocate is 
persuasive as to the need for work-life programs, upper management will not buy in 
unless a compelling business case is made for the programs. 


It is important, therefore, that all of the skills required be present — whether in one 
individual, or more than one. If any of the skills are missing, the likelihood of failure 
is great. 


GR1 #9 4.5 


© WorldatWork. All rights reserved. 


The Work-Life Portfolio 


i. 
(2. 
3. 
uA 
5. 


Caring for dependents 
Supporting health and wellness 
Creating workplace flexibility 
Financial support programs 


Creative use of paid and 
unpaid time off 


o 


Community involvement programs 


Culture change initiatives 


The Work-Life Portfolio 


The work-life categories below can help organizations create a collaborative relationship 
between employers and employees in order to optimize business outcomes. These 
categories of support for work-life address the most important intersections between 

the worker, his or her family, the community and the workplace. They include: 


Caring for dependents 

Supporting health and wellness 
Creating workplace flexibility 

Financial support programs 

Creative use of paid and unpaid time off 


Community involvement programs 


at Or a NaS 


Culture change initiatives 
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THE WORK-LIFE PORTFOLIO 


Caring for Dependents 


m Child care 


m Elder care 


Caring for Dependents 


Work-life programs began in many organizations in response to the growing need of 
dual-income parents for child care resource and referral services. These services have 
greatly expanded over the past decade to include elder care support, long-term care 
insurance and emergency backup dependent care services for both children and 
elderly relatives. 


The caring for dependents category may contain, but is not limited to, the following 
services: 


# Child care 
@ Child care resource and referral services 
# Child care discount program at national providers 


@ Emergency backup child care service 
(two options: center-based and in-home care) 


m Elder care 
# Elder care resource and referral services 
@ Long-term care insurance 
@ Emergency backup elder care service 
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THE WORK-LIFE PORTFOLIO 


Supporting Health and Wellness 


Supporting Health and Wellness 


An organization supporting health and wellness may provide opportunities for its 
employees to enjoy: 


m An absence of disease and infirmity 


m An awareness of and active progress toward maintaining proper diet, exercise and 
personal habits 


m A balance in all aspects of life — physical, emotional, spiritual, intellectual and social 


= Resiliency — A step above health and wellness, resiliency in an individual is the ability 
to recover readily from the adversities of life such as stress, illness and loss. This is 
manifest in the workforce as employees who are fully engaged and more productive. 


m™ Stress reduction — A focus on reduction in stress-related illness holds great promise for 
reducing escalating health care costs. 
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THE WORK-LIFE PORTFOLIO 


Supporting Health 
and Wellness ...cont'd 


m= Examples 
@ Employee assistance programs 
@ Family and medical leave 


@ Workplace convenience 
services 


@ Proactive wellness 
' strategies 


Supporting Health and Wellness ...cont’d 


= Examples — The supporting health and wellness category may contain, but is not 
limited to, the following: 


@ Employee assistance programs (EAPs) — programs that provide counseling or 
referral services to employees. Services vary by employer but may include 
assistance with chemical dependency, as well as Beyeneienee financial, legal, 
family and career counseling. 


¢ Family and medical leave — programs that provide paid or nonpaid leave for 
employees to manage a major family event such as: 


= The birth and care of an employee’s newborn child 


= Placement with the employee of a son or daughter for adoption or 
foster care 


= Care of an immediate family member (spouse, child, or parent) with a 
serious health condition 


= Medical leave when the employee is unable to work due to a serious 
health condition 


@ Workplace convenience services — Many of the following services cost the 
company nothing, yet contribute much value to employees, thereby reducing 
stress. Services may include concierge service, a post office, dry cleaning, take- 
home meals and/or a lactation room for nursing mothers. 


¢ Proactive wellness strategies — Instituting wellness strategies helps employees 
to lower stress levels as well as lowering their own and the company’s health care 
costs. These may include fitness center affiliations and discounts (off-site or near- 
site), on-site fitness programs and centers, on-site medical clinics, health and 
wellness seminars, and on-site yoga, Pilates, “deskercise” (no sweat exercise and 
stretching). 
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THE WORK-LIFE PORTFOLIO 


Creating Workplace Flexibility 


“Options of how, where and when 
employees do their work” 


Definition 2 


“A variety of flexible work options” 


Definition 3 


_ “Away to define how and when work 
gets done and how careers are organized” 


Creating Workplace Flexibility 


= Definition #1 (adapted from IBM) — options related to how, where and when employees 
do their work. These choices are available to a workforce that is mobile and focused on 
results. 


= Definition #2 (WorldatWork) — a variety of flexible work options that enable greater 
control over when, where and how work gets done 


= Definition #3 (Families and Work Institute) — a way to define how and when work gets 
done and how careers are organized. Workplace flexibility takes into account the 
employee as a whole person and looks for ways to manage work that is effective for 
both employers and employees. 


The way organizations define workplace flexibility will continue to change and evolve 
as this area of work-life advances. 
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THE WORK-LIFE PORTFOLIO 


Creating Workplace Flexibility ...contd 


m Examples 


@ Flexible work arrangements 


@ Work redesign 
@ Career flexibility 


Creating Workplace Flexibility ...cont’d 


= Examples — The workplace flexibility category may contain, but is not limited to, 
the following: 


¢@ Flexible work arrangements (FWAs) — a central tool for implementation of 
workplace flexibility. It includes a variety of work options that enable greater 
customization over when, where and how work gets done. 


=» Common fulltime options include flextime, compressed workweek and 
telecommuting/telework. 


= Common less-than-fulltime options include reduced schedules and job sharing. 


@ Work redesign — a method of assessing how work is designed and structured, 
determining which tasks are essential, creating an efficient work flow, and 
eliminating unnecessary work and inefficiencies 


¢ Career flexibility — a work option that allows for multiple points of entry and reentry 
over the course of a career for things such as leaves, sabbaticals and phased 
retirement, as well as taking time out of the paid labor market 
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THE WORK-LIFE PORTFOLIO 


Financial Support Programs 


@ Definition 
@ Voluntary financial benefits programs 


@ Resources and referrals 


= 


Financial Support Programs 


= Definition — In the area of financial support, work-life is primarily concerned with gaining 
approval for — and helping implement — voluntary financial benefits and resources and 
referrals that assist employees with managing their financial responsibilities. 


@ Voluntary financial benefits programs 
= Long-term care insurance 
=» Domestic partner benefits 
= Financial planning services (retirement and health care) 
m Tuition assistance 
= Adoption assistance 
¢ Resources and referrals 
= Legal referral program 
= Group insurance discounts (for automobile, homeowners) 
a Financial resource and referral services 
= Financial seminars 
= Employee discounts 
= Credit counseling services 
= Housing counseling 
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THE WORK-LIFE PORTFOLIO 


Creative Use of Paid 
and Unpaid Time Off 


# Definition 


@ Time to spend with family, 
friends and self 


@ May be paid or unpaid 


m Examples 


Creative Use of Paid and Unpaid Time Off 
= Definition 


¢ Time to spend with family, friends and self — personal time away from work for 
family, relaxation, education, volunteerism, emergencies or military service. Some 
of the newer policies in this category include paid family leave for new fathers as 
well as mothers, and paid or release time for community service. 


@ May be paid or unpaid 


= Examples — The paid and unpaid time off category may contain, but is not limited to, 
the following benefits: 


@ Vacation sharing 
@ Emergency flexibility 
@ Furloughs 


@ Paid or released time for community service 
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THE WORK-LIFE PORTFOLIO 


Community Involvement 


@ Definition 


¢ Corporate citizenship 


Community Involvement 
=# Definition 


¢ Corporate citizenship — not only external community outreach, such as company 
giving (foundations or direct), but also a renewed focus on building a strong internal 
sense of community. Formal ethics programs, shared (or catastrophic) such as 
leave banks and disaster relief funds, are some of the creative new ways of taking 
care of each other. 
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THE WORK-LIFE PORTFOLIO 


Community Involvement ...contd 


m™ Examples 
@ External outreach 


@ Internal sharing 


Community Involvement ...cont’d 


= Examples — The community involvement category may contain, but is not limited to, 
the following: 


¢ External outreach 


Community volunteer program 
Matching gift program 
Cash contribution — A company contributes money to a nonprofit entity where 


an employee volunteers. Most have application processes. The contribution 
is based on a specific number of hours the employee volunteers. 


Executive-on-loan programs — Executives are “loaned” to worthy 
organizations, e.g., United Way, for a period of time. The executive gains 
additional real-world experience and the receiving organization benefits from 
the executive’s expertise. The value proposition is leadership development. 


¢ Internal sharing 


Shared leave program — donating personal/vacation time to others facing 
emergency situations 


= Disaster relief fund 


= Catastrophic leave 
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THE WORK-LIFE PORTFOLIO 


Culture Change Initiatives 


m Strong leadership in culture change 


= Core of work-life effectiveness 


= 


Culture Change Initiatives 


= Strong leadership in culture change — Creating support for work-life at all levels of an 
organization is often difficult and requires strong leadership in the areas of culture 
change. This often requires new types of management training to create a collegial, 
flexible work environment. 


= Core of work-life effectiveness — Workplace culture is the core of work-life. It is one of 
the most difficult targets to focus on because it requires a strategic, long-term, sustained 
commitment by a company. Therefore, it often does not have the senior management 
commitment needed for long-term success. 


# Acompany may have lots of work-life programs and still be a poor place to 
work because utilization of work-life programs can be discouraged by individual 
managers, peers, or senior leaders (role models). Additionally, the culture may 
promote “all the time work” as a means to improve profits, regardless of 
stress and burn-out. 
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THE WORK-LIFE PORTFOLIO 


Culture Change Initiatives ...conta 


m Examples 


¢ Diversity/inclusion 


@ Women’s advancement 
# Mentoring 


@ Work redesign to reduce 
work overload and burnout 


Culture Change Initiatives ...cont’d 
= Examples — The culture change initiatives category may include, but is not limited to, 
the following: 
¢ Diversity/inclusion 
= Providing equal opportunities for all 
= Sponsoring diversity awareness fairs 
= Expecting diversity to be respected 
@ Women’s advancement 
= Removing the “glass ceiling” 
= Opportunities for career development 
@ Mentoring 
= Encouraging successful employees to mentor less-experienced employees 
# Work redesign to reduce work overload and burnout 


= Deliberately structured approaches to identify and reduce the primary sources 
of work overload and burnout 
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THE WORK-LIFE PORTFOLIO 


Culture Change Initiatives ...contd 


m Examples ...cont’d 
# Team effectiveness strategies 
@ Work environment initiatives 


# Management 
flexibility training 


@ Older worker 
initiatives 


Culture Change Initiatives ...cont'd 


m= Examples ...cont’'d 
¢ Team effectiveness strategies 
= Helping employees learn to work successfully in team environment 
= Providing team leadership opportunities 
@ Work environment initiatives 


= Reinventing specific cultural, behavioral and physical elements of the 
work environment 


= Creating a compelling workplace that attracts, motivates and retains the 
talent required for organizational success 


# Management flexibility training 


= Educating managers for success in creating an optimally collegial, 
flexible work environment 


@ Older worker initiatives 


= Valuing, engaging and keeping older workers on the job in some youth- 
oriented cultures presents significant challenges. 
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Work-Life 


a 


discussio 


m What work-life programs are 
offered in your organization? 


Discussion — Work-Life 


a What work-life programs are offered in your organization? 
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Exercise — Work-Life 


Using the Total Rewards Exercise on page APP 0.3, discuss the following questions: 


1. How would work-life programs act as attractors, motivators and retainers for the 
employees? 


2. Which employees might be more concerned about flexible work schedules? Elder/child 
care? Financial support programs? Paid/Unpaid time off? 


3. What variations in work-life programs might be desirable for these employees? Why? 


GR1 # 4.20 


© WorldatWork. All rights reserved. 


Can You? 


m Define work-life and explain the needs 
work-life programs satisfy. 


m Discuss the responsibilities of a work- 
life professional and an HR practitioner 
involved in work-life initiatives. 


=m Describe the seven categories of the 
work-life portfolio. 
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Module Quiz 


1. Which of the following best describes the need that work-life satisfies in 
the total rewards mix? 


A. It provides a valuable experience for one’s resume. 
B. It addresses employees’ intrinsic needs. 


C. It provides retirement programs so employees can relax. 


2. Awork-life professional is more likely than an HR practitioner to do 
which of the following? 


A. Advocate work-life programs 
B. Design work-life programs 

C. Implement work-life programs 
D 


. Administer work-life programs 


3. Assistance with chemical dependency and family counseling are example 
programs of which category of work-life? 


A. Creating workplace flexibility 


w 


Supporting health and wellness 


Oo 


Creative use of paid and unpaid time off 


oO 


Culture change initiatives 


4. Which of the following is an example of a culture change initiative? 
Vacation sharing 
Leave banks and disaster relief funds 


Executive-on-loan program 


00 9 > 


Women’s advancement 


GR1 @ 4.22 


© WorldatWork. All rights reserved. 


Performance 
and Recognition 


acaiee 


GR1 @ 5.1 


© WorldatWork. All rights reserved. 


Module 5 
Performance and Recognition 


Introduction 


Performance management is one of the most challenging areas of responsibility in human 
resources. It is also one of the most controversial because it involves the measurement 
and evaluation of employee performance. 


Recognition involves identifying and reinforcing positive work performance. Its basic 
premise is that employees want to be acknowledged and valued for their contributions to 
the organization. Rewards involve giving something of value to recognize positive work 
results. Rewards are an integral part of any recognition program. 


Module 5 discusses both the performance management process as well as approaches to 
giving recognition in the organization. 


Objectives 


By the conclusion of this module, you will be able to accomplish the following: 


1. Discuss the performance management process, including details of the activities that 
take place during each phase in the process. 


2. Discuss and give examples of formal and informal recognition programs, including their 
value and essential elements. 
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Performance and Recognition 


Each organization’s performance management system and recognition program must be 
designed and implemented with the unique characteristics of the organization in mind. 
What works for one organization’s employees may not work well in a different organization. 
However, there are some basic principles to follow when deciding how these elements will 
be used to support the business strategy and meet organizational goals. 


= Performance — Involves the alignment and subsequent assessment of organizational, 
team and individual effort toward the achievement of business goals and organizational 
success. Organizational, team and individual performance are assessed in order to 
identify what was accomplished and how it was accomplished. 


= Recognition — Acknowledges or gives special attention to employee actions, efforts, 
behavior or performance 


In the first part of this module, we will discuss the performance management process. 
The last part of the module will address recognition programs. 
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Performance Management 


m Performance management system 


m Performance management process 


Performance Management 


An organization's ability to achieve its business objectives depends on the individual 
performance of every person in the company. An individual’s effort contributes to team 
success which contributes to department success which leads to success of the 
organization. No one works in a vacuum. There should be a spirit of working together 
to accomplish the goals of the business. 


= Performance management system — The performance management system 
affects employee performance as well as the entire organization and its departments, 
teams/groups, processes, programs, projects, products/services and customers. 
The performance management process is a part of this system. 


= Performance management process — The performance management process is 
based on a few key principles: 
@ The process is ongoing; it is not a one-time event. 


# Mutual respect and trust should be the foundation of the relationship between 
the manager and employee. 


# The communication must be between the manager and the employee; 
it is not one-sided. 


@ Involvement of both the manager and the employee in planning and measuring 
performance is important to success. 


@ Expectations for performance, standards and measures should be clearly defined. 


GR1 @ 5.4 


© WorldatWork. All rights reserved. 


Performance Management 
Process Phases 


Define goals, standards 
& measurements 


Conduct annual 
development and career 
opportunities discussion 


Provide ongoing 
coaching & feedback 


Determine 
performance 
recognition, rewards / 
consequences 
Conduct 
performance 
dialogue 


Performance Management Process Phases 


The performance management process is designed to involve managers and reports 

in each part of the cycle. The cycle can take place quarterly, semi-annually or annually. 
Notice that the process is a circle; it is an unbroken cycle of communication between the 
manager and employee. The phases of the performance management process are: 


Phase 1: Define goals, standards and measurements 

Phase 2: Provide ongoing coaching and feedback 

Phase 3: Conduct performance dialogue 

Phase 4: Determine performance recognition, rewards or consequences 
Phase 5: Conduct annual development and career opportunities discussion 


This module will address the first four phases of the performance management process. 
Development and career opportunities will be covered in Module 6. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Goal Alignment 


Organizationwide 
Customer satisfaction 


Improve the 20XX annual 
organizationwide customer 
satisfaction rating by 10% over 
the 20XX annual rating 


Department/Unit 
Customer satisfaction 


Improve the 20XX division 
customer satisfaction rating by 
10% and improve the 20XX 
average secret shopper score by 
10% over the 20XX annual rating 


Customer satisfaction 


Improve the customer service 
skills of “presents with a smile, 
friendly and helpful” by achieving 
a “meets/exceeds” rating on 
all 20XX quarterly secret 
shopper reports 


Goal Alignment 


Customer requirements, organizational drivers and business strategy lead to the 
development of specific organizational performance objectives. These objectives include 
a variety of clearly identified, measurable goals that need to be attained to achieve the 
business strategy. 


= Goal alignment — In Phase 1 of the performance management process: 


# Organizationwide goals are set that are determined by customer requirements, 
organizational drivers and the business strategy. 


# These goals cascade to department/unit managers who meet with their staffs to 
discuss the organizationwide, department and group unit goals and plans to 
achieve them. 


¢ Individual employees then document their own goals along with standards and 
how the goals will be measured. Each individual’s goals should align to the 
manager’s goals, thereby giving a clear line of sight to the organizationwide goals 
and business strategy. 


# The employee and manager then meet for a dialogue regarding alignment of the 
goals, if goals are achievable, and the measures they will use to evaluate success. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Phase 1: Define Goals, 
Standards and Measurements 


m Performance standards 


= Four types of performance standards 
# Quality 
~@ Quantity 
# Time 


@ Process 


Phase 1: Define Goals, Standards and Measures 


= Performance standards — A performance standard specifies an expected outcome. 
With input from the employee, performance standards should be developed for each 
job. Here is an example of a performance standard: 


@ Job duty: Deliver mail to each department daily 
@ Performance standard: Deliver the mail with 100% accuracy to each department 


by 10:00 a.m. daily 


m= There are four types of performance standards: 


1. 
2. Quantity — how much or the volume of work an employee performs 
3; 

4. Process — steps or procedures necessary to complete a job duty 


Quality — how well a duty or activity is performed 


Time — when a duty is to be performed 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


-— 
Phase 1: Define Goals, Standards 


and Measurements ...cont’d 


m Performance measures Exceeds | 


standard 


m Method of rating 


ore ene eM 


m@ Levels of rating 


Meets 


standard 


@ Exceeds the standard 
@ Meets the standard 


# Does not meet the standard Doasnot 


meet standard 


Low 


Phase 1: Define Goals, Standards and Measurements ...cont’d 


Although developing performance standards requires time and resources, it produces 
an objective and legally defensible appraisal. 
m= Performance measures 

1. Direct observation — The leader directly observes the employee's performance. 


2. Documented examples — Someone provides documented examples of the 
employee’s performance, such as a project leader documenting a team member's 
performance on a project, or customer complaints and compliments. 


3. Data-based — The most objective method, it involves quantified data that can be 
measured and tracked. 


= Method of rating — Using the information obtained from the measurement criteria, 
the next step is to individually rate each standard. 


m Levels of rating — Levels of rating can vary depending on the organization. Some 
organizations may have up to five or seven ratings. Some of the most common 
ratings are: 


@ Exceeds the standard — Performance is consistently above what is expected. 


@ Meets the standard — Performance is what is expected. This means the employee 
is doing a good job. 

@ Does not meet the standard — The employee does not meet acceptable standards 
or goals; the employee generally requires close supervision. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Phase 2: Provide Ongoing 
Coaching and Feedback 


= Communicating 
# Coaching 


= Monitoring 
@ Feedback 


Phase 2: Provide Ongoing Coaching and Feedback 


Throughout the performance management process, managers and their reports should 
continue to discuss progress. In some businesses, strategies and objectives change 
quickly, sometimes every few months. In such cases, managers and employees may 
need to change their goals to match those of the changed business objectives. 


= Communicating — Two-way communication is at the heart of the performance 
management process. To encourage two-way communication, it is important for both 
the manager and the employee to check in frequently throughout the performance cycle 
to talk about progression toward goals. ; 


¢ Coaching — Conversations that are ongoing, face-to-face, open, honest and 
positive provide instant information to those carrying out the work, so they can 
monitor their own performance and enhance the probability of improving. 


= Monitoring — Employees are responsible for monitoring their own performance and 
asking for help as needed. This promotes employee ownership and control over the 
process. As employees assess the behavioral changes they need to make, they ask 
for manager’s feedback. 
¢@ Feedback — Comparing performance against goals to evaluate progress can be 
beneficial in helping employees to improve their performance. Managers can assist 
employees in reevaluating their direction and reprioritizing their efforts. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Performance Management 


discussion 


m What are some of the performance 
standards used in your organization? 


m What kinds of measurement criteria 
are used in your organization? 


m How do managers in your company 
coach or mentor their reports? 


Discussion — Performance Management 


= What are some of the performance standards used in your organization? 


mg What kinds of measurement criteria are used in your organization? 


m How do managers in your company coach or mentor their reports? 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Phase 3: Conduct Performance 
Appraisal and Evaluation Discussion 


m@ Periodic reviews 
m Year-end reviews 


= Methods of performance appraisal 


Phase 3: Conduct Performance Appraisal and Evaluation Discussion 


= Periodic reviews — As a supplement to the ongoing communication process and to 
minimize the chance of surprises for the manager or the employee, it is important to hold 
periodic discussions or reviews. Some businesses require quarterly dialogues 
while others require semi-annual or annual reviews. 


m Year-end reviews — During the year-end review, the dialogue centers on the 
employee’s accomplishments and shortfalls for the year. 


= Methods of performance appraisal — There are ten widely used methods of conducting 
performance appraisals with employees. The performance management model shown 
in this module uses the goal-setting or management by objectives (MBO) method. 


@ It begins by establishing clear and precisely defined goal statements for the work 
to be done by an employee. The goals must be quantifiable and measurable before 
being included in an MBO plan. 


Establishes a plan indicating how these goals are to be achieved 
Allows the employee to implement the plan 

Measures goal achievement 

Takes corrective action when necessary 


Establishes new goals for the future with the active participation of the employee in 
the goal-setting process 


et e+ e+ Oo 


Explanations of other methods of performance appraisal are found in the Appendix. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Conducting the 
Performance Appraisal Meeting 


Allow enough time 


Maintain confidentiality 

Seek input 

Clarify performance issues 

Be specific about the performance rating 


Offer assistance 


Provide ongoing feedback about 
performance 


ee ee 


Conducting the Performance Appraisal Meeting 


Allow enough time — Schedule in advance and allow sufficient time for the meeting. 


Maintain confidentiality — The appraiser should not share results with other employees. 
In addition, a location which protects the confidentiality of the meeting should be chosen. 


Seek input — In preparation for the meeting, the appraiser should ask the employee for 
his/her accomplishments during the period being evaluated. 


Clarify performance issues — The appraiser should provide specific information about 
performance deficiencies. 


Be specific about the performance rating — Help the employee develop and grow in 
his/her work by giving a truthful rating, even if it is not positive. 


Offer assistance — Offer an improvement plan to help the employee. 


Provide ongoing feedback about performance — Remember to give feedback often, 
not just during an annual evaluation. 


A list of common pitfalls to avoid when completing an appraisal is found in the Appendix. 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Performance Management 


= How often are performance 
appraisals done in your organization? 


m Can you give some best practices for 
~ conducting performance appraisals? 


Discussion — Performance Management 


= How often are performance appraisals done in your organization? 


m Can you give some best practices for conducting performance appraisals? 


ee 
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PERFORMANCE MANAGEMENT PROCESS PHASES 


Phase 4: Determine Performance 
Rewards / Consequences 


™ Relationships between pay programs 


# Achievement of goals 


@ Standards 
m Pay for performance 


m™ Recognition 


Phase 4: Determine Performance Rewards/Consequences 


Relationships between pay programs — Some time after the performance review has 
taken place, the manager should utilize the salary planning guidelines to determine the 
appropriate reward and/or consequence which compares the actual performance against 
the defined levels. Performance rewards are given through merit pay or extra payment 
such as a cash bonus. These were discussed in the compensation module. 


¢ Achievement of goals — Whether or not the goal was achieved is discussed. 
@ Standards — The way the employee met the defined standards of quality, quantity, 
time and process will determine, to a great extent, the reward or consequence. 
Pay for performance — The rewards are based on achievement of goals and standards. 


Recognition — The remainder of this module discusses recognition programs that give 
special attention to employee actions, efforts or behavior, but are not usually associated 
with achievement of preset goals. 


Note: Phase 5, Conduct Annual Development and Career Opportunities Discussion, will be discussed in Module 6. 
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Recognition Programs 


m= Employee acknowledgement can: 
¢ Meet an intrinsic psychological need 


@ Support the business 
strategy 


¢ Acknowledge contributions 
immediately 


= 


Recognition Programs 


As organizations seek to retain their best employees, recognition can become an important 
part of the total work experience. Recognition has been instrumental in reducing turnover, 
increasing productivity and in general, creating a positive working environment. Recognition 
programs focus on recruiting, valuing and retaining employees. Recognition should be 
more than the occasional “thank you” or pat on the back. It involves a total commitment 

by the organization and its leadership. 


= Employee acknowledgement — Recognition programs acknowledge or give special 
attention to employee actions, efforts, behavior or performance. These programs can: 

@ Meet an intrinsic psychological need for appreciation 

¢ Support business strategy by reinforcing certain behaviors (e.g., extraordinary 
accomplishments) that contribute to organizational success 

@ Acknowledge employee contributions immediately after the fact, usually without 
predetermined goals or performance levels that the employee is expected to 
achieve 


Excerpted from “Recognition at Work’ by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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RECOGNITION PROGRAMS 


The Value of Recognition Programs 


m Reinforce valued behaviors 


m Foster continued improvement 


m™ Formalize the process 
m™ Provide positive and immediate feedback 


m= Foster communication of valued behavior 


The Value of Recognition Programs 


= Reinforce valued behaviors — Recognition programs can reinforce the value of 
performance improvement. 


= Foster continued improvement — Although it isn’t guaranteed, generally employees 
respond to special acknowledgements and continue to improve so that other recognitions 
will be given. 


= Formalize the process — Acts of showing appreciation are formalized through a 
recognition program. 


= Provide positive and immediate feedback — When positive behaviors are immediately 
recognized, they provide motivation for employees. 


= Foster communication of valued behavior — Employees who know what behaviors 
and activities are valued in the organization can strive to meet those expectations. 


Extracted from “Recognition at Work’ by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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Costs vs. Benefits of Recognition Programs 


A recognition program’s cost depends on many factors including the size of the 
organization, types of rewards offered, training and administrative support. Because it 
can be a substantial investment, it is important to monitor the impact that the program can 
have on critical factors such as revenue, employee retention and productivity. 


The diagram above shows how three organizations realized a gain by offering a 
recognition program. 


Organization A is a smaller organization that was able to tie the impact of recognition to 
net revenue. It focused on how recognition affected customer service, employee 
performance and quality improvement. All three of those areas then had a direct or 
indirect effect on net revenue. 


Organization B was most concerned with employee retention. It was estimated the cost 
to replace and train a new employee was about $20,000. The recognition program was 
responsible for retaining 44 full-time employees ($880,000) based on historical turnover 
and employee feedback. 


Organization C honed in on the relationship between recognition and productivity. Based 
on a before-and-after comparison, the formal recognition program increased productivity 
by 10 percent, which resulted in a $504,000 net gain. 


Extracted from “Recognition at Work’ by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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RECOGNITION PROGRAMS 


Formal Recognition Programs 


m Essential elements: 
@ Link recognition with the achievement 
@ Widely communicated 
¢ Well-defined program criteria 


¢ Encourage employee involvement 


Formal Recognition Programs 

= Essential elements: 
Formal recognition programs are predetermined and are an integral part of the total 
rewards program. To be successful, they should: 

@ Link recognition with the achievement — The program should recognize and 
reward individual- and group-specific achievements such as improvements in work 
processes. 

@ Widely communicated — The program must be communicated to all key 
stakeholders on an ongoing basis. 

@ Well-defined program criteria — The program should have specific criteria for 
granting recognition and identify the specific behavior or performance that is 
being recognized. 


¢ Encourage employee involvement — Employee input should be actively solicited. 
Employees may participate in developing program goals. 


Extracted from “Recognition at Work” by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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RECOGNITION PROGRAMS 


Formal Recognition Programs ...cont’d 


m Essential elements: 
# Employ meaningful rewards 
# Reward group or team accomplishments 
¢ Clearly define monitors 


-@ Link to performance evaluation 


Formal Recognition Programs ...cont'd 


= Essential elements: 


¢ Employ meaningful rewards — Rewards should be established that have 
significant monetary or personal value. Design the rewards to mirror what 
employees have identified as important. 


¢ Reward group or team accomplishments — Establish a framework for rewarding 
group efforts for specific improvements or significant contributions. 

¢ Clearly define monitors — Well-defined monitors can determine areas of ongoing 
success and can be used to communicate program progress to key stakeholders. 


¢ Link to performance evaluation — This can be accomplished by documenting the 
recognition. Place the recognition in the employee’s personnel file or in a separate 
recognition file and review it before the performance evaluation. 


Extracted from “Recognition at Work” by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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RECOGNITION PROGRAMS 


Examples of 
Formal Recognition Approaches 


Cash Cash Noncash Noncash 
Approaches Advantages Approaches Advantages 

Cash bonuses Can be tied to specific Service award Has trophy value and long-term 
achievement recognition value 

Paid time off Easy to administer and Employee of the Provides public recognition 
employees view it as month 
extra pay 

Stock ownership Can be tied into other Certificate of Provides personal value to the 
total rewards programs ff recognition employee 

Paid travel Builds excitement Flexible work Allows employee to build work 
and fun schedule schedule around his/her needs 

Gift certificates Low monetary value and § Telecommuting Allows employee to work at 
easy to administer | home 

Recruitment bonus | Employees help recruit +f} Company Aligns with the company 
new employees merchandise 

Educational grants Depending on plan, Reserved parking | Provides public recognition 
can also provide educa- 
tional scholarships to 
the employee's family 


Extracted from “Recognition at Work” by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 


GR1 @ 5.20 


© WorldatWork. All rights reserved. 
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Informal Recognition Programs 


m Essential elements: 
Set financial limits 


Establish administrative responsibility 


Develop program definition 
Establish eligibility 
Identify qualifying actions 


Identify exclusions 
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Establish procedures 
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Informal Recognition Programs 


Informal or spot recognition rewards employees immediately for making positive 
contributions. It is a program that is relatively easy to implement and training time is 
minimal for participants. 


= Essential elements: 


4 


Set financial limits — Financial limits should be established before the program is 
implemented. Dollar limits are generally low and in some cases non-cash awards 
are used exclusively. 

Establish administrative responsibility — Establish who has the ultimate 
responsibility for administering the program (i.e., human resources department, 
recognition committee, program coordinator, etc.) 

Develop program definition — Develop a clear definition of the program that can 
be widely communicated and easily understood. 

Establish eligibility — Establish who is eligible to participate in the program. 


Identify qualifying actions — Decide what actions, behaviors and performance 
areas will qualify for spot recognition. 


Identify exclusions — If appropriate, identify any exclusions. 


Establish procedures — Establish the guidelines and procedures that will be used 
to recognize individuals and groups. 


Extracted from “Recognition at Work” by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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RECOGNITION PROGRAMS 


Examples of Informal 
Recognition Awards 


Examples of Informal Recognition Awards 


Most programs use small cash awards, recognition certificates, merchandise or some 
other token(s) that employees value. It might be a good idea to have employees complete 
a Survey that identifies what types of things they would like to see in the program. 

The recognition should reflect what is important to the organization’s culture. The following 
award items are representative of what is often found in an informal program: 


m@ Thank you card from the supervisor 


Gift certificates 

Small cash awards (generally less than 50.00) 
Movie tickets 

Video rental certificates 

Lunch with the supervisor 

Weekend trips 

Flowers or balloon bouquets 

Team dinner 

Free parking spot 

Full or partial day off with pay 

Articles in the employee newsletter 

Personal recognition from the CEO 

Manager publicly recognizes the employee in a department meeting 


Celebration lunches or dinners at the work site 


Extracted from “Recognition at Work’ by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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Recognition 
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discussion 

= What are some of the formal and 
informal recognition programs in 
your organization? 


Discussion — Recognition 


= What are some of the formal and informal recognition programs in your organization? 
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RECOGNITION PROGRAMS 


Keeping the Program 
Fresh and Fun 


Keeping the Program Fresh and Fun 


In order to keep enthusiasm high about the program, it must adapt to the changing needs 
of the participants. Many of the companies listed in Fortune’s “100 Best Companies to 
Work For” incorporate fun and uniqueness into their recognition programs. Some of the 
examples below may seem unconventional, but they are effective because they focus on 
the individual and his or her unique needs and desires. 


m Examples 

# Someone walking the employee’s dog during work 
Hand-addressing holiday cards for the employee 
Providing on-site university courses 
Flexible work schedules to meet the employee’s needs 
On-site fitness centers 
Putting greens 
Free fruit to employees 


“fehl etmhUC OrhlU Oh HD SO 


Convenience services on site including banking, dry cleaning, hairdresser, 
masseur, carwash 


Free snacks 

Daily popcorn parties 

Valet parking services 

Company pools where employees can swim and relax during work hours 


5 i A a ad 


Casual dress built around various themes (e.g., Hawaiian, ’50s, 60s, country, etc.) 


Extracted from “Recognition at Work’ by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002. 
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Exercise — 
Performance and Recognition 


Using the Total Rewards Exercise on page APP 0.3, discuss the following questions: 


1. How would various performance and recognition programs work as attractors, 
motivators or retainers for the employees? Why? 


2. For which employees might a formal recognition program be most effective? 
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Can You? 


m™ Discuss the performance management 
process, including details of the 
activities that take place during each 
phase in the process. 


m™ Discuss and give examples of formal 
and informal recognition programs, 
including their value and essential 
elements. 
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Module Quiz 


qs 


4. 


Which statement is most accurate regarding the performance management process? 


A. 
B. 
C. 


D. 


The process is a one-time event, usually at the end of the year. 
The communication is typically one-sided, with the manager doing the talking. 


Performance standards should be loosely defined, allowing employees greater 
creativity in their work. 


Managers and employees should both be involved in planning and measuring 
performance. 


Which one of the following determines what organizationwide goals are set? 


A. 


Customer requirements and organizational drivers 


B. Human resources philosophy and strategy 
C. 
D. Company’s standards and measures for performance 


Employees’ knowledge, skills and abilities 


Which of the following include the four types of performance standards? 


A. 
B. Quantity, effort, budget, quality 
C. 
D 


. Quality, time, resources, process 


Quality, quantity, time, process 


Time, effort, process, quality 


At a departmental meeting, one employee was awarded a framed certificate for her role 
in a major team project. The manager overheard some of that same team's members 
complaining that none of them had received a certificate. Which essential element for 
success did the manager miss? 


A. 


Link to performance evaluation 


B. Reward group or team accomplishments 
C. 
D 


. Have clear monitors in place 


Employ meaningful rewards 
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Module Quiz ...cont’d 


5. Which of the following formal recognition approaches is designed to specifically help 
bring new employees into the organization? 


A. Gift certificates 

B. Recruitment bonus 
C. Paid travel 

D. Paid time off 


6. Which of the following formal recognition approaches has the advantage of aligning 
awards to the company? 


A. Gift certificates 
B. Telecommuting 
C. Company merchandise 
D. Flexible work schedules 
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Module 6 
Development and Career Opportunities 


Introduction 


Development must be ongoing within an organization. Imagine what your organization 
would be like if no one ever learned anything new. Learning is what brings about innovative 
products, creative ideas and professional growth. Development is the glue that holds the 
performance management process together. Whether the learning is to develop skills 
critical for success in a current job or to help individuals prepare for future job 
responsibilities, the outcome is increased job satisfaction and more productive employees. 


Module 6 explains the last phase of the performance management process, Conduct 
Annual Development and Career Opportunities Discussion. |n addition, this module covers 
important questions to ask regarding learning opportunities as well as types of 
development and career opportunities. 


Objectives 
By the conclusion of this module, you will be able to accomplish the following: 


1. Define the terms “development” and “career opportunities” and explain how they fit into 
the performance management process. 


2. Discuss learning opportunities as they apply to the total rewards element, 
development and career opportunities. 


3. Identify and explain the various types of development and career opportunities. 
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Development and 
Career Opportunities 


TOTAL REWARDS 
STRATEGY 


Development & Career 
Opportunities 


Development and Career Opportunities 


When employees continually upgrade and build new skills and capabilities, levels of 
performance and personal job satisfaction increase. 


= Development — Development comprises learning experiences designed to enhance 
employees’ applied skills and competencies. Development engages employees and 
encourages them to perform more effectively. 


= Career opportunities — Career opportunities involve a plan for an employee to pursue 
his or her own career goals and may include advancement into a more responsible 
position in an organization. The organization supports career opportunities internally so 
that talented employees are deployed in positions that enable them to deliver their 
greatest value to their organization. 
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Phase 5: Conduct Annual Development 
and Career Opportunities Discussion 


Define goals, standards 
& measurements 


Conduct annual 
development and career 
opportunities discussion 


Provide ongoing 
coaching & feedback 


Determine 
performance 
recognition, rewards / 
consequences 
Conduct 
performance 
dialogue 


Phase 5: Conduct Annual Development and 
Career Opportunities Discussion 


Having covered Phases 1 through 4 of the performance management process in the 
previous module, we will now move to Phase 5, which is the annual development and 
career opportunities discussion between a manager and an employee. During this 
discussion, the manager and employee discuss opportunities for development to 
strengthen or improve the employee’s knowledge, skills or abilities. Care is taken to 
balance the needs of the business while complying with the employee’s preferences. 
These opportunities may focus on actions to boost performance in the area of current 
goals or to develop new knowledge aimed at a future career plan. 


The discussion ideally takes place some time after the performance dialogue and allows 
the employee to craft a development plan that will increase job performance and a career 
plan that will provide a roadmap for future career opportunities. The career development 
plan should be a separate document from the performance evaluation tool. Customizing for 
the individual employee will permit the plan to be changed as often as necessary to meet 
the current needs of the business as well as the individual. 
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Development and 
Career Opportunities 


discussion 


m Is your development and career 
opportunities process a part of the 
performance management process? 


E 


Discussion — Development and Career Opportunities 


= Is your development and career opportunities process a part of the performance 
management process? 


¢ If so, what are the advantages and disadvantages? 


Se nn Lata 


@ If not, how are development and career opportunities handled in your organization? 


ae dyyttE ttt 
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Learning Opportunities 


m Learning opportunities should be: 
@ Clearly defined 


@ Able to fit into time and 
resource commitments 


°@ Interesting 


Compatible with day-to-day 
responsibilities 


Learning Opportunities 


Regardless of the learning opportunities chosen, the employee must be willing to learn 
and ready to make a realistic commitment. 


= Learning opportunities should be: 


@ Clearly defined — What will the experience include? How will success be 
measured? 


¢ Able to fit into time and resource commitments — Should the activity be done 
during working hours? If done outside of working hours, will the employee be paid 
to participate in the activity? Will the business pay the costs for development? Will 
the costs be paid directly or will the employee need to apply for reimbursement? 


¢ Interesting — Is the experience one that the employee finds interesting and will feel 
is worthwhile? 


¢ Compatible with day-to-day responsibilities — What kind of allowances will be 
permitted in the employee’s day-to-day responsibilities? How will other employees 
feel if they are asked to take on more responsibility to cover the absent worker? 
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LEARNING OPPORTUNITIES 


Determining the 
Learning Opportunities 


m Learning opportunities 
to enhance present job 


m Learning opportunities 
to accomplish career plans 


Determining the Learning Opportunities 


= Learning opportunities to enhance present job — The manager and employee should 
consider strengths as well as opportunities to build job skills and competency. For skills, 
knowledge or behaviors that need to be developed, needs should be prioritized and an 
action plan created. 


@ The employee should identify learning activities within the organization as well as 
outside learning opportunities. 


@ The manager and employee should determine if the choices are appropriate for 
the business and the job. 


Both the manager and employee should decide what the measure of success 
should be. 


# The manager approves after checking details such as funding the learning or 
time conflicts. 


= Learning opportunities to accomplish career plan — Employees should: 
# Consider future needs within their current job. 
@ Consider emerging and future trends in their professional field or area of work. 


Consider developing skills, knowledge or behaviors that will prepare them for 
future jobs. 


@ Obtain feedback from others who know about their abilities, skills and interests — 
they may be helpful in offering suggestions. 
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Types of Development 
and Career Opportunities 


m Learning opportunities 
™ Coaching/mentoring opportunities 


m Advancement opportunities 


Types of Development and Career Opportunities 


= Learning opportunities 


4 


5 i A A a 


Tuition assistance 

Corporate universities 

New technology training 

Attendance at outside seminars, conferences, virtual education, etc. 

Self-development tools and techniques 

On-the-job learning; rotational assignments at a progressively higher scale 
= Lead a project 7 
a Participate in a major project, presentation or team 


Sabbaticals with the express purpose of acquiring specific skills, knowledge 
or experience 


= Coaching/mentoring opportunities 


4 
4 


Leadership and management training 


Access to experts/information networks — association memberships, attendance 
and/or presentation at conferences outside of one’s area of expertise 


Exposure to resident experts 
Formal or informal mentoring programs; within or outside of one’s own organization 


Training or mentoring others 
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Types of Development and Career Opportunities ...cont’d 


= Advancement opportunities 
@ Increased exposure outside the department 
Exposure in the community, professional association 
Publish articles 
Learn a foreign language 
Internships 
Apprenticeships with experts 
Overseas assignments 
Internal job postings 
Job advancement/promotion 
Career ladders and pathways 
Succession planning 


Providing defined and respectable “on and off ramps’ 
throughout the career life cycle 


e“fefemU OO OmhU Oh OH HH FH FT SF SO 
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E24 Development and 
discussion | ~~ Career Opportunities 


g What kinds of development and 
Career opportunities are offered 
in your organization? 


Discussion — Development and Career Opportunities 


m What kinds of development and career opportunities are offered in your organization? 
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Exercise — 
Development and Career Opportunities 


Using the Total Rewards Exercise on page APP 0.3, discuss the following questions: 


1. What development and career opportunities would most likely be effective as 
attractors, motivators and retainers for the employees? Why? 


2. Which employees might be more drawn to a development plan? 
Career opportunities? 
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; Can You? 


™ Define the terms “development” and “career 
opportunities” and explain how they fit into 
the performance management process. 


m™ Discuss learning opportunities as they apply 
to the total rewards element, development 
and career opportunities. 


m@ Identify and explain the various types of 
development and career opportunities. 
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Module Quiz 


1. Which of the following best describes the term “development”? 
A. Advancement into a more responsible position 
B. Plan to pursue career goals 
C. Opportunities to enhance employees’ applied skills and competencies 
D 


. Deployment into a position where the employee can add the most value to 
the organization. 


2. Which of the following should be balanced when determining learning opportunities 
for employees? 


A. Business needs and preferences of employees 
B. Performance goals and standards 

C. Standards and measures for performance 

D 


. Job advancement and outside exposure 


3. Molly Manager has asked her star performer, Lucy Learner, to train new team 
members. In what sort of development opportunity are the new team members 
participating? 


A. Promotion 

B. Informal mentoring 
C. Self-development 
D 


. Job advancement 
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(blank) 
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Module 7 
Total Rewards — Putting It All Together 


Introduction 


How can the total rewards mix support the business strategy and attract, motivate and 
retain a competent workforce? The answer lies in how each of the total rewards elements 
is combined to accomplish these objectives. 


This module discusses the drivers for the total rewards strategy, including organizational 
culture, business strategy and human resources strategy. The corporate vision and mission 
and how they lead to the business strategy are considered. A high-level overview of the 
total rewards design process is covered. These programs are what attract, motivate and 
retain the workforce and produce satisfied and engaged employees. Through the 
discussions on each of the five total rewards elements, you’ve discovered how they can 
bring about better business performance and results. 


Objectives 


By the conclusion of this module, you will be able to accomplish the following: 


1. Discuss the drivers of the total rewards strategy including the organizational culture, 
the business strategy and human resources strategy. 


2. Explain the total rewards design process. 


3. Describe considerations to be aware of when designing total rewards programs. 
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Revisiting the Total Rewards Model 
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Revisiting the Total Rewards Model 


Now that the elements and the approach of total rewards are clear, let’s revisit the 
total rewards model. We'll discuss the drivers of a total rewards strategy and 
considerations that must be taken into account in order to determine the right mix 
of the total rewards elements. 
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Drivers of the Total Rewards Strategy 


= Organizational culture 


= Business strategy 


m™ Human resources strategy 


Drivers of the Total Rewards Strategy 


What goes into deciding what the total rewards strategy should look like? The organiza- 
tional culture, along with the business and human resources strategies drive the direction 
for the total rewards strategy. This strategy determines what the total rewards mix for the 


organization will be. 
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DRIVERS OF THE TOTAL REWARDS STRATEGY 


Organizational Culture 


m™ Culture change is difficult to achieve 


m Subject to internal and external 
influences 


Organizational Culture 


Culture consists of the collective attitudes and behaviors that influence how individuals 
behave. Culture determines how and why a company operates in the way it does. 
Typically, it includes a set of often unspoken expectations, behavioral norms and 
performance standards to which the organization has become accustomed. 


= Culture change is difficult to achieve because it involves changing employee attitudes 
and behaviors by altering their fundamental beliefs and values. 


m Organizational culture is subject to both internal and external influences. 
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DRIVERS OF THE TOTAL REWARDS STRATEGY 


Business Strategy 


Business 
Strategy 


Business Strategy 


The business strategy is derived from the vision and mission of an organization. 
Understanding the importance of the relationship between vision, mission and the 
resulting business strategy will assist the human resources professional in becoming 
a strategic partner. 


= Corporate vision — a statement about what the organization wants to become. It drives 
the direction of an organization. 


= Corporate mission — a precise description of what the organization does, its reason for 
existence or its purpose for being 


= Business strategy — a company’s broad plan for competitively positioning its products 
or services with the intent to accomplish or support the company’s mission 
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DRIVERS OF THE TOTAL REWARDS STRATEGY 


m Elements 


m@ Functions 


Business Strategy ...cont’d 


Business Strategy ...cont'd 


# Drives HR strategy and 
total rewards strategy 


= Elements of business strategy (key success factors) 


4 


| i A A a ad 


Pricing 

Quality 

Product innovation 

Service excellence 

Market responsiveness 
Finance 

Differentiation from competitors 


Example: 


XZY Corporation’s strategy: increase market share by showing a strong global 
presence and offering a broad product range that demonstrates our innovation in the 
consumer electronics arena 


= Functions 


¢ Business strategy drives human resources strategy which drives total rewards 
strategy, which determines what the total rewards design will look like. 


Example: 


Required rate of return 
Cost structure 

Target market 
Marketing and sales 
Production 

Product design 
Distribution 


Total rewards design in companies with price-driven strategies may be different 
from total rewards design in companies with service-driven strategies. 
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DRIVERS OF THE TOTAL REWARDS STRATEGY 


Human Resources Strategy 


Human resources strategy 


Human Resources Strategy 


= HR strategy — This is the organization's overall plan for attraction, motivation, and 
retention of employees. The business strategy is key to the development of the HR 


strategy. 


= Total rewards strategy — This strategy uses the HR strategy as its basis. Each of the 
five total rewards elements are addressed in this strategy. 
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The Total Rewards Strategy 


The Total Rewards Strategy 


The total rewards strategy considers the drivers (organizational culture, business strategy 
and human resources strategy) and uses them to guide the design of programs for each of 
the five elements of total rewards. These programs are what attract, motivate and retain the 
workforce and produce satisfied and engaged employees. 


A high-level overview of the design process and influences affecting the design of the 
total rewards elements will complete the discussion of total rewards. 
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The Total Rewards Strategy 


facia 
m™ How does your organization’s 
human resources strategy 
influence your total rewards mix? 


The Total Rewards Strategy 


m™ How does your organization’s human resources strategy influence your total rewards mix? 
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The Total Rewards Design Process 


The challenge of total rewards design is to find the proper mix of elements that satisfy the 
personal and financial needs of the current and potential workforce, given existing 
business conditions and cost constraints. 


The design process begins with the corporate vision and mission, which direct the 
development of the business strategy. The human resources strategy builds on the 
business strategy and serves as a guiding light in the design of all HR programs. 


The total rewards strategy narrows this HR strategy specifically to the five elements of 
total rewards. 


The circular process indicates that a program should not become too far removed from 
the corporate mission. It is necessary to return to the mission at the end of the process to 
ensure that the strategy continues to maintain alignment with the original mission of the 
organization. 
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Total Rewards 
Design Considerations 


m Labor market 
= Competition 
m@ Legal/regulatory 


m Technology 


Total Rewards Design Considerations 
m= Labor market 
@ Availability of needed talent 
@ Location/demographics | 
@ Competitive wages/rewards 
= Competition 
@ Industry competitors 
= Labor 
= Products/services 
= Legal/regulatory 
¢ Laws 
@ Wage and hour laws 
@ Government mandates 
@ Governing bodies 
@ Employment rights 
@ Taxation issues 
= Technology 
@ Self-service Web sites 
¢ Administrative software packages 


@ Enterprise software systems 
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Total Rewards 
Design Considerations ...cont'd 


= Cost issues 
m Budgeting 
a Support staff needed 


m Globalization 


Total Rewards Design Considerations ...cont’d 


= Cost issues affecting the design process 


@ Time — internal and external time, as well as time to design and review various 
programs and approve them 


¢ Implementation — Communicating and administering programs involves the use of 
resources. 


@ Funding — cost for premiums or contributions to plans as well as establishing and 
maintaining trust funds 


@ Compliance — Adding or revising programs may result in costs to comply with legal 
and regulatory mandates. 
= Budgeting 
¢ Rising health care costs continue to increase the cost of benefits programs. 


@ Demographic shifts in the workforce will affect the cost of benefits programs and the 
demand for various work-life, performance and recognition programs as well as 
development and career opportunity programs. 

= Support staff needed to administer the program 

@ Aconsideration often ignored, forgotten or miscalculated is the number of support 

staff needed to effectively implement and administer the total rewards program. 


= Globalization — As organizations become more global in their outlook and in providing 
goods and services, they will be looking at innovative ways of rewarding and recognizing 
employees. One size will not fit all in the global marketplace. 
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Exercise — Putting It All Together 


Discuss the following questions: 


1. What are the advantages and disadvantages to varying total rewards for individuals? 


2. What are the implications to an organization if variations to total rewards become 
a reality? 


3. What are the practical barriers to variation? (i.e., cost administration, communication, 
regulation, etc.)? With these in mind, where do you think an organization can offer 
meaningful variation? 
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Exercise — Putting It All Together .. cont'd 


Discuss the following questions: 


4. Should various departments responsible for the different aspects of total rewards work 
together to develop a Total Rewards Strategy for the organization? Why or why not? 


5. In your organization, do various departments work together or individually? 
Why or why not? 
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Can You? 


Discuss the drivers of the total rewards 
strategy, including the organizational 
culture, the business strategy and 
human resources strategy. 


. Explain the total rewards design process. 


m™ Describe considerations to be aware of 
when designing total rewards programs. 
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Module Quiz 


1. Which of the following best describes the business strategy? 

A. A plan for the products that an organization will produce 

B. An organization’s reason for existence or its purpose for being 
C. Aset of beliefs or values adopted by an organization 
D 


. Abroad plan for competitively positioning products supporting the mission 


2. What best describes the reason why the total rewards design model is circular? 
A. The process is infinite and continually repeats itself. 
B. The process should not become too far removed from the corporate mission. 
C. The process should maintain alignment to the five elements of total rewards. 
D 


. The process is used to determine what will motivate and retain employees. 


3. Which of the following is a design consideration that is often ignored, miscalculated 
or forgotten? 


A. Rising health care costs that increase the cost of benefits programs 
B. Legal and regulatory compliance issues 

C. Support staff needed to administer the program 

D 


. Competitive wages and rewards 
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Total Rewards Exercise 


Introduction 


In module 1, you learned that the total rewards strategy involves combining the five 

elements into tailored packages designed to achieve optimal motivation. Working with 

the company’s total rewards strategy as the blueprint, the total rewards professional identifies 
employee groups and strives to find the optimal mix of total rewards elements that will attract, 
motivate and retain an effective workforce. 


Typically, wnen managers are making strategic decisions they would not be looking at 
individual situations. They would most likely be looking at aggregate data, such as number of 
employees retiring in the next three years, number of employees promoted within the 
organization in the last two years, etc. However, individuals in similar life circumstances are 
grouped together when exploring the appropriate mix of total rewards elements. For the 

sake of simplicity, the profiles below are for individuals, but could be generalized to various 
employee groups. 


Instructions 
1. Read the profiles of the six employees below. 


2. Working in small groups, discuss the varying circumstances of each employee and answer 
the questions at the end of modules 2-6. 


3. Be prepared to share your answers with the class. 


Employee Profiles 


Samantha is a recent graduate in Accounting and Finance. She is single and this is her first 

job out of college. She has a lot of student loan debt and is looking forward to purchasing her 
first apartment. 

Stewart was recently hired as a Business Analyst. His wife is a vice president of a very 
successful software company. He had been a stay-at-home dad for the past six years. Six years 
ago he left a well-paying management position to stay at home and take care of his newborn 
daughter. His daughter has just started first grade and he has decided to go back to work during 
her school hours. 

Jose and his wife are empty nesters. He has been with the company for forty years, working his 
way up from Junior Engineer to Engineering Manager. Jose is looking forward to retirement 
from the company within the next three months. 

Ana has been with the company for 22 years and currently works as a Business Development 
Manager. She is a single mom of twin girls who are entering their first year of high school. She 
has concerns about the cost of college and how to manage with them being out of the house for 
the first time. 

Makayla, a single 25-year-old, has been with the company for two years and has been labeled 
a high potential employee. She currently works as a Senior Compensation Analyst but has 
great career aspirations — which mirror the company’s view of her potential. 


Stephan is an average employee that comes to work everyday and is very reliable. He has a 
wife and three kids, all recent college graduates. He has been with the company for 19 years 
and is still about 20 years from retirement. 
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(blank) 
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Methods of Performance Appraisal 


There are many types of performance appraisal; some of the more common methods 
include: 


Management by Objectives (MBO) or Goal Setting — Along with their managers, 
employees generally set their own performance objectives. These objectives must be 
quantifiable and measurable. An action plan indicating how the objectives are to be met 
is often used. The appraisal measures achievement of the objectives, takes action to 
correct any shortcomings and establishes new objectives for future achievement. 


Work Standard — Management sets the standard or expected level of output to be met 
based on the average output of a typical employee. Employees have a clear 
understanding of expectations and duties. The appraisal compares each employee’s 
level to the standard. This approach is highly objective but it is difficult to compare 
standards of different job categories. The method is most effective when all employees 
are expected to perform the same or very similar tasks. 


Essay — The evaluation is based on an essay that assesses strengths, weaknesses 
and potential of the employee. The rater must know the subject well and be familiar 
with the work of the employee being appraised. The documented performance may 
have come from observation, ‘recall, evaluation, judgment and/or data analysis. 


Behaviorally Anchored Rating Scale (BARS) — The approach assesses an 
employee’s level of performance based on whether or not certain desirable behaviors 
necessary to successfully perform the job are present. BARS assessments take a 
substantial amount of time to develop. 


Checklist — A checklist of pre-scaled descriptions of behavior is used to evaluate the 
employee. The rater writes yes or no to as many items as he or she believes describe 
the employee. The scale values are averaged to obtain a final rating. A disadvantage of 
the method is that the checklist questions may have different meanings for different 
raters and bias may be a factor. 


Graphic Rating Scale — This method assesses an employee on the quality of the work 
they perform (exceeds expectations, meets expectations, does not meet expectations, 
etc.). It may also include behaviors such as communication skills or teamwork. 


Multi-Rater Assessment — This approach requires managers, peers, subordinates, 
customers, co-workers and sometimes the employee to complete assessments. The 
feedback gives employees a chance to know how they are seen by others and areas 
that need improvement. The “recency effect” may occur when an appraiser bases his or 
her assessment on the most recent contact with the person being evaluated. If the most 
recent contact was negative, the assessment will be negative although past contacts 
may have been positive. 
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Methods of 
Performance Appraisal ...cont’d 


H Critical-Incident — A rater keeps a written record of both positive and negative 
incidents that illustrate behaviors of the employee. These incidents are the basis for 
rating the employee’s performance. 


™ Forced-Choice Rating — This technique has several variations. The most common 
approach is to force the assessor to rank a set of statements describing how an 
employee performs the duties and responsibilities of the job. Rater bias is eliminated, 
as the assessor does not know the weights assigned to the individual statements. The 
forced-choice rating does not involve discussions between supervisors and employees. 


@ Ranking — The ranking method of appraisal also has several variations. A paired 
comparison is a common ranking approach where the performance of each individual 
in a group is compared with that of the top performer. The assessments of each person 
in the group are counted and turned into percentage scores. This method is not 
practical when comparing more than five employees. 
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Pitfalls to Avoid When Completing 
a Performance Appraisal 


The pitfalls below are not all inclusive. An effective assessor will only give an employee 
an appraisal that truly reflects his or her work performance. 


Recency Effect — basing the rating on work performed most recently rather than 
basing the appraisal on performance over the length of time being evaluated 


Central Tendency — rating most employees’ performance near the middle of the 
performance scale 


Devil Effect — believing employees are all poor performers without having objective 
data on which to base low ratings 


Halo Effect — basing the rating on only one prominent, positive characteristic of an 
employee 


Leniency — grouping the ratings toward the positive side without having objective data 


Failure to Seek Input — giving a one-sided appraisal by failing to seek input of the 
employee 


Untimely evaluation — performing the appraisal beyond the organization's desirable 
timeframe 


Failure to Invest Enough Time — not allowing enough time to conduct the appraisal 


Failure to Complete an Action Plan — not providing a work improvement plan to 
encourage the employee to correct performance deficiencies when needed 


Lack of Verification — failing to take the time to observe the employee’s performance 
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Recognition Survey 


Instructions: Please take time to carefully answer this questionnaire. The organization is in the 
process of developing a new employee recognition program for employees. Your input is vital to 
the program's success. Survey results will be posted on our Web site (www.MajorCorp.com) and 
on all bulletin boards throughout the organization. A survey summary also will be mailed to all 
employees. Thank you for your input and continued support of Major Corporation. 


Some statements in the questionnaire should be answered by circling the number (i.e., 1, 2, 3,4 
or 5) that comes closest to your opinion about the statement: 


1 = Strongly Disagree 


2 = Disagree 
3 = Neutral 
4= Agree 


5 = Strongly Disagree 


The other questions require a direct response from you. Please take time and give us your feed- 
back on the open-ended questions. 


Please mail completed questionnaires in the self-addressed envelope (attached). Again, thank 
you for your participation. 


1. The organization does a good job of recognizing employees who exceed expected 
performance levels. 


12 3 4 5 


2.What could the organization do to recognize employees who make significant contributions? 
Please elaborate: 


3.Excellent customer service should be rewarded and recognized by the organization. 
1 2-3 4S 


4.What types of positive customer behavior do you feel should be rewarded? Please elaborate: 


5.Management does a good job of recognizing employees for their contributions to the organization. 


Extracted from "Recognition at Work" by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002 . 
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SAMPLE EMPLOYEE SURVEY (CONTINUED) 


6.Please rank the importance of each of the following in recognizing employees. The following | 
is the ranking scale that should be used. | 
| 
| 


1 =Very Important 
2 = Somewhat Important 
3 = Not Important At All 


Type of Ranking of 
Recognition Importance 
Money 12 3 
Time Off 2? 3 
Gift Certificate 1’ 2. 33 
Company Merchandise 14 222 3 
Free Travel Getaways 1-2", =3 
Personal Thank-Yous 1 2 3 
From Your Supervisor 12 <3 
Departmental Lunches rt 2 3 
Fitness Center 1 2 3 
Special Parking Places 1 2 3 
Service Awards I. - 2:33 
Certificates of Recognition di. 2 3 
Other Recognition Approaches (please 
| elaborate): 


7. | believe the organization should develop and implement a recognition program to reward 
employees who make significant contributions. 


hi 72) 33> 4: 8 


| 
8.What types of work performance should this program recognize? Please elaborate: 


9.Who should recognize employees? 


Senior Management __Yes __No 
Department Directors __Yes _ No 
Supervisors __Yes __No 
Co-Workers __Yes __No 
Customers Yes _ No 


Others (elaborate): 


Extracted from "Recognition at Work" by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002 . 
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SAMPLE EMPLOYEE SURVEY (CONTINUED) 


10.What is the best way to communicate the program to employees? Check all that apply: 


___Letter sent to the employee's home 

___ Payroll stuffers 
___ Internet 

___Intranet 

___Department meetings 

___ General employee sessions 
___ Recognition hotline 

___ Other methods: 


Extracted from "Recognition at Work" by G. Michael Barton, SPHR, with permission from WorldatWork, ©2002 . 
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Your Total Rewards Inventory 


To get a comprehensive view of your organization’s value proposition, simply check off the rewards 
your organization currently provides. 


» Wades 


O Salary Pay 
O Hourly Pay 
0 Piece Rate Pay 


Premium Pay 
O Shift Differential Pay 
O Weekend/Holiday Pay 
O On-call Pay 

0 Call-in Pay 

O Hazard pay 

O Bi-Lingual Pay 

O Skill-Based Pay 


O Commissions 

O Team-Based Pay 

O Bonus Programs 
O Referral Bonus 
O Hiring Bonus 
O Retention Bonus 


O Project Completion 
Bonus 


O Incentive Pay 
Short-term: 
O Profit Sharing 


C1 Individual 
Performance 
Based Incentives 


O Performance- 
Sharing 
Incentives 


Long-term: 
O Restricted Stock 


O Performance 
Shares 


O Performance Units 


O Stock Options/ 
Grants 


Benefits 


Legally 
Required/Mandated 


O Unemployment 
Insurance 


O Worker's Compensation 
Insurance 


O Social Security 
Insurance 


O Medicare 


O State Disability 
Insurance (if applicable) 


Health & Welfare 

O Medical Plan 

O Dental Plan 

D Vision Plan 

O Prescription Drug Pian 


O Flexible Spending 
Accounts (FSAs) 


O Health Reimbursement 
Accounts (HRAs) 


O Health Savings 
Accounts (HSAs) 


O Mental Health Plan 
O Life Insurance 


O Spouse/Dependent Life 
Insurance 


O AD&D Insurance 


O Short-Term/Long-Term 
Disability Insurance 


Retirement 

O Defined Benefit Plan 

O Defined Contribution Plan 
O Profit Sharing Plan 

O Hybrid Plan 


Pay for Time 
Not Worked 


O Vacation 

D Holiday 

O Sick Leave 

O Bereavement Leave 


0 Leaves of Absence 
(Military, Personal, 
Medical, Family Medical) 


Workplace Flexibility/ 
Alternative Work 
_ Arrangements 
O Flex-Time 
D Flexible Schedules 
O Telecommuting 
O Alternative Work Sites 
0 Compressed Workweek 
_O Job Sharing 
O Part-time Employment 
a Seasonal! Schedules 


Paid and Unpaid 
Time Off 

D Maternity/Paternity Leave 
_O Adoption Leave 

| O Sabbaticals 


‘Health and Wellness 


0 Employee Assistance 
Programs 


O On-site Fitness Facilities 


O Discounted Fitness 
Club Rates 


_O Preventative Care 
Programs 


| Weight Management 


Programs 


O Smoking Cessation 
Assistance 


0 On-site Massages 


: O Stress Management 
Programs 


| Voluntary Immunization 
Clinics 


| O Wellness Initiatives 

0 Health Screenings 

OD Nutritional Counseling 
0 On-Site Nurse 


' O Business Travel Health 


Services 


_O Occupational Health 
_ Programs 


O Disability Management 
: 0 Return to Work Programs 


: O Reproductive Health/ 
| Pregnancy Programs 


Community 
involvement 


/ O Community Volunteer 
| Programs 


0 Matching Gift Programs 
_O Shared Leave Programs 
0 Disaster Relief Funds 
0 Sponsorships/Grants 
_D In-Kind Donations 


Reimbursement Accounts 


O Dependent Care 
Travel-Related Expense 
Reimbursement 


O Dependent Gare Referral 
and Resource Services 


O Dependent Gare Discount 
Programs or Vouchers 


O Emergency Dependent 
Care Services 


O Childcare Subsidies 


O On-site Caregiver 
Support Groups 


O On-Site Dependent Care 


O Adoption Assistance 
Services 


O After-School Care 
Programs 


O College/Scholarship 
Information 


O Scholarships 
0 Mother’s Privacy Rooms 


O Summer Camps 
and Activities 


Financial Support 


O Financial Planning 
Services and Education 


0 Adoption Reimbursement 
O Transit Subsidies 

0 529 Plans 

O Savings Bonds 


Voluntary Benefits 
O Long Term Gare 

O Auto/Home Insurance 
O Pet Insurance 

D Legal Insurance 

D Identity Theft Insurance 
O Employee Discounts 

0 Concierge Services 

O Transit Passes 

O Parking 


Culture Change 
Initiatives 

O Work Redesign 

O Team Effectiveness 


0 Diversity/Inclusion 
Initiatives 


O Women’s Advancement 
Initiatives 


O Work Environment 
Initiatives 


Caring for Performance 
Dependents O Manager/Employee 
O Dependent Gare 1:1 Meetings 


O Performance Reviews 


0 Project Completion/ 
Team Evaluations 


0 Performance Planning/ 
Goa! Setting Sessions 


Recognition 
O Service Awards 
O Retirement Awards 


O Peer Recognition 
Awards 


0D Spot Awards 


O Managerial Recognition 
Programs 


O Organization-wide 
Recognition Programs 


O Exceeding Performance 
Awards 


O Employee of the Month/ 
Year Awards 


O Appreciation Luncheons, 


Outings, Formal Events 


O Goal-Specific Awards 
(Quality, Efficiency, 
Cost-Savings, 
Productivity, Safety) 


O Employee Suggestion 
Programs 


Development & _ 
mes 


Learning 
Opportunities 

0 Tuition Reimbursement 
O Tuition Discounts 

0 Corporate Universities 

O New Technology Training | 
O On-the-Job Learning 


0 Attendance at Outside 
Seminars and 
Conferences 


O Access to Virtual | 
Learning, Podcasts, 
Webinars 


0 Self-Development Tools | 


Ceoaching/Mentoring 
0 Leadership Training i 


O Exposure to Resident 
Experts 


O Access to Information 
Networks 


O Formal or Informal 
Mentoring Programs 


Advancement 
Opportunities 


O Internships 


O Apprenticeships | 
0 Overseas Assignments | 
O Internal Job Postings 


0 Job Advancement/ 
Promotion 


O Career Ladders 
and Pathways i 


0 Succession Planning 


| 
0 On/Off Ramps through | 
Career Lifecycle { 


1 Job Rotations 


www.worldatwork.org 
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« WorldatWork Society of 
Certified Professionals. 


Certification Examination 


Information 


About WorldatWork Society of Certified Professionals® 


WorldatWork Society of Certified Professionals is an organization that certifies human resource professionals in the 
disciplines of compensation, benefits and work-life. WorldatWork Society designations include Certified 
Compensation Professional (CCP®), Certified Benefits Professional® (CBP), Global Remuneration Professional 
(GRP®), and Work-Life Certified Professional (WLCP*). 


www.worldatworksociety.org 
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Certification Examination Information 


Development 


Internal and external subject matter experts 
contribute to the development of the content 
of WorldatWork courses as well as the 
examinations. Exam questions are reviewed 
by an internal examination team to ensure that 
items are properly scripted and meet the 
standards of good measurement practices. 
Exam reviews consist of, but are not limited 
to, checking items for appropriate content, 
accuracy, and for clues that would help the 
person taking the exam answer the item 
correctly. For new courses, a pilot of the 
course is conducted, culminating with an 
examination. 


The final step in the examination development 
process occurs when scores are received, 
indicating how well the exam performed. 
Subsequently, exams continue to receive 
regular reviews to assess performance and 
currency. 


Specifications 


Exam specifications serve as a guide for the 
development of WorldatWork examinations 
and consist of two parts: (1) the content or 
knowledge assessed by the test, and (2) the 
statistical analysis of the items of the test. 


The content or knowledge contained in the 
examinations is derived by a comprehensive 
breakdown of the material covered in each 
course, based on the Body of Knowledge. 
Exams are developed and refined on an 
ongoing basis by teams of staff and 
volunteers with expertise in each subject area. 
Questions assess mastery of the topics 
covered in the course books as the materials 
relate to the Body of Knowledge. Examination 
developers weigh the amount of key 
information presented in each module. 


Examination items cover the overall Body of 
Knowledge presented in the course, and 
reflect relative emphasis required in each 
module. Each test item is written based upon 
the module objectives and content to measure 
specific types of knowledge, such as recall, 
application, analysis, evaluation, etc. 


Time allotted for completion of each 
examination is four and one-half hours; 
however, most participants complete 
examinations within one and one-half to 
two hours. 


An item-by-item review of test items is 
performed to ensure that all test items meet 
the prescribed criteria. Each examination item 
is analyzed to determine exactly where it is 
presented in the course material. The analysis 
is conducted on an item-by-item, module-by- 
module basis. All examination items are 
developed with this balance in mind. 
Examination items must be clear and 
straightforward to reduce confusion and 
frustration, which would limit participants’ 
opportunity for success. 


Test items are subject to continual scrutiny by 
statistical analysis as well. Comprehensive 
statistical analysis is conducted on each exam 
by Arizona State University’s Testing Center, 
which provides ongoing validity and reliability 
information. Exam results are reported to 
students electronically, or by mail, upon 
request. Proprietary transcript records are 
maintained at headquarters. 


Each examination: 


1. Reflects course objectives, course 
materials and overall presentation to 
maintain content validity. 


2. Provides a balanced sequence of exam 
items according to class presentation and 
objectives. 


3. Contains test items with the appropriate 
number of alternative distractors to 
accurately determine discrimination. 


4. Is monitored using an item analysis for 
evaluating internal consistency and 
reliability. 


5. Serves as a measure of knowledge of 
course content and the Body of 
Knowledge. 
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The monitoring process consists of an 
ongoing review of the following factors: 


1. The security of examinations. 


2. The maturity, currency and relevancy of 
the examination over time. 


3. A comprehensive item analysis, utilizing 
statistical procedures that include item 
discrimination and item difficulty 
assessment. 


4. A monitoring of all items to identify those 
that consistently perform poorly on item 
analysis criteria and should be eliminated 
or revised. 


5. The implementation of adjustments 
necessary in the scoring base to reflect 
the integrity, fairness, and credibility of 
the examination. 


Certification examinations are designed to 
measure a specified level of proficiency 
relative to course content. This serves to link 
the exams to the associated Body of 
Knowledge. 


The minimum passing score (cut score) for 
all certification exams is 75 percent. By 
definition, this serves as the accepted 
threshold of mastery. 


Item Type and 
Number of Options 


Multiple-choice questions are used for 
certification exams. This type of question 
was chosen for the following reasons: 


1. Multiple-choice questions are easily 
adapted to meet a variety of testing 
situations. 


2. Psychometric research indicates that 
multiple-choice questions are more 
reliable than other types of questions. 
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3. Multiple-choice questions can assess a 
wide range of knowledge, skills and 
abilities. 


4. Multiple-choice exams can be score 
electronically. ; 


Based on research and contemporary 
measurement practice, the number of options 
(responses to the questions, i.e., A, B, C) 
ranges from 2 to 4. 


The following are the three components of 
multiple-choice questions: 


1. Stem: An opening or introductory 
statement, typically in the form a question. 


2. Options: Each choice (A, B, C) is an 
option. There is one BEST option, which is 
the correct response (which would be the 
consensus of a panel of experts). 


3. Distractors: The incorrect choices are the 
- distractors. Distractors are believable 
responses; however wrong, or simply not 
the BEST response. 


Exam Versions 


WorldatWork Society of Certified 
Professionals updates exams regularly. 

The examination policy is to administer exams 
based on the most current content in the 
profession. Exam versions maintained in 
inventory assure individuals purchasing 
course binders that the content assessed on 
the exams will be adequately covered in the 
course binders for one year after the date of 
binder purchase or course registration. If 
more than one year has elapsed since binder 
purchase or course registration, it is possible 
that some questions on the exam may not be 
covered in the course materials. To view the 
current course outline/description online go to 
www.worldatwork.org. 
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Certification Examination Information 


Exam-Taking 
Suggestions 


Examination anxiety is something that many 
people experience. The information contained 
in this document is intended to provide you 
with sufficient information to lessen possible 
anxiety that you may experience. 


The following suggestions are offered to help 
you perform to the best of your capabilities 
and knowledge: 


1. Trust your first instinct. 


2. Avoid over analyzing. Caution against 
reading too much into the questions. 


3. When in doubt, move on and return. 
4. Proceed through the test in order. 


5. Make educated guesses. If you are 
fluctuating between one or two choices, 
guess at one. There is no penalty for 
guessing. 


6. Use the margins of the exam booklet. 
Utilize the spaces available on the exam 
booklet to make any calculations, make 
notes and to note any questions that you 
may want to skip over and return to later. 


7. Review your answers. When finished with 
the test, scan it to ensure that you have 
provided an answer for each question. 


8. Use time wisely. There is adequate time 
to complete the test. Proceed through 
the test at a pace that is comfortable for 
you and that will allow you time to review 
and to check your answers. 


Fair Testing 
Practices 


Attention is focused throughout the 
examination development process on fair 
testing practices. Some of the factors that 
are included in this evaluation process are 
item writing and reviewing, item banking, 
item selection and examination review. 


The following support the efforts for fair 
testing: 


1. Exam developers are provided training in 
item writing. 


2. Examinations undergo reviews for any 
potential bias. 


3. Item performance is reviewed, including 
the instructional sensitivity of the item 
(the item needs to be difficult for those 
untrained and easy for those trained). 
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